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PREFACE 


This economic report is the first in a planned series of such reports. It is 
designed to meet the need which has been recognized by the General Assembly 
and the Economic and Social Council for an appraisal of world economic 
conditions and trends to be made from time to time as a prerequisite for 
recommendations as to concerted national or international action in the eco- 
nomic field. It is hoped that it will also serve students of economics and the 
general public throughout the world. 

Although the Department of Economic Affairs of the United Nations is 
responsible for the report as a whole, generous assistance was received from the 
staffs of the specialized agencies, and certain sections of the report have been 
prepared by them. Within the Department of Economic Affairs of the United 
Nations, the Division of Economic Stability and Development had the major 
responsibility for organizing the report and for its completion. In this task it 
received the full assistance of all other divisions of the Department and the 
secretariats of the Economic Commission for Europe and the Economic Com- 
mission for Asia and the Far East. 

_ The reviews, “The World Food Situation” and “World Man-power Prob- 
lems”, in part III of the report have been contributed by the secretariats of 
the Food and Agriculture Organization and the International Labour Or- 
ganisation, respectively. Brief notes in which these two specialized agencies, the 

-~Tnternational Bank for Reconstruction and Development and the International 
Civil Aviation Organization survey their economic activities are presented in 
part IV, which also includes a summary of the functions and activities of the 
central organs of the United Nations in the economic field and a note on the 
International Monetary Fund, based on data made available by the staff of 


that agency. 


This report thus illustrates the effective co-ordination existing among the 
staffs of the United Nations and the secretariats of the specialized agencies. 
The form and content of the report are experimental and will change with 
experience and changing needs; in making such changes weight will be given 
to the comments and criticisms which it is hoped will be freely made. 
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_ January 1948 
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Assistant Secretary-General 
in charge of Economic Affairs 
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EDITORIAL NOTE 


This economic report consists of three main parts. It is not a continuous 


- narrative. 


Part I, “World Economic Highlights”, covers the entire world picture in 
broad terms, seeking to describe those trends and relationships which today 
are of causal importance. In doing this it draws freely upon the material in 
the following parts, but it does not attempt to deal fully with conditions in 
given areas or with given problems. 

Parts II and III may be regarded as consisting of several monographs, 
grouped according to subject matter, supplementing the general analysis in 
part I. Part II deals with regional development in the economic field and part 
III with outstanding world economic problems. Here also certain restatements 
of basic facts or conclusions are inevitable. In economic affairs neither single 
problems nor regions can be treated in isolation. A regional approach may 
throw a different emphasis on certain problems, as compared with other 
approaches to those problems. As the differences of stress and outlook correspond 
to differences which frequently arise in the day-to-day discussion of such issues, 
there has been no striving for an exact identity of emphasis or evaluation. 

Part IV is designed to record briefly the activities of the various organs of 
the United Nations in the field of economic affairs. It, too, supplements part I 
as a guide to the machinery of international collaboration which now exists 
and the functions that machinery is performing. 

The Chronology serves as a general guide to the events of the period under 
review. 

Because this is to be a periodical publication it has not been thought essential 


_-~to treat all major countries and subjects exhaustively in this issue. Some. sec- 


tions, therefore, are more general than others; some countries and subjects 
of major importance have not been taken up at all but it is expected to cover 
them in later issues of the Economic Report. 

Throughout this report frequent references have been made to “surplus” 


‘ countries, “devastated” countries, and “under-developed” countries—categories 


which are not mutually exclusive. While in most instances the grouping of 
countries under these categories is self-explanatory, there are countries which 
belong to more than one category and had therefore to be arbitrarily assigned 
to one of these three categories. 

For the purposes of this report, certain regional groupings of countries have 


been made to simplify the presentation of data. It is believed that these group- 


ings will facilitate the understanding of certain major economic tendencies. 
Such combinations, however, are solely for purposes of exposition and have no 
other significance whatever. 

Throughout this report references to “dollars” are to be read as referring to 
United States dollars unless otherwise indicated. 

A word may be said regarding the scanty data upon which some of the 
studies presented have been based. Although there has been a steady recovery 
in statistical services since the end of the war, there is still lost ground to be 
made up and in many cases much further progress needs to be made if any 
thorough economic analysis is to be attempted. This paucity of data has handi- 
capped some of the studies here presented. 
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PART I 


WORLD ECONOMIC HIGHLIGHTS 


INTRODUCTION 


The first twelve to eighteen months after the close of hostilities were months 
of rapid economic reconstruction and recovery. The period since then was 
characterized by retardation of economic progress in so many countries that 
the year 1947 must be regarded as one of frustrated hopes. 


Although more than two years have elapsed since the close of hostilities, the 
world as a whole is producing less than it did a decade earlier while the 
reduced volume had to meet the needs of a population a tenth larger. 


The distribution of the production of this reduced volume of supplies was, 
moreover, different from that of the pre-war years. Some countries which then 
were important producers of either manufactured goods or primary products 
suffered a severe deterioration of their productive capacity during the war, 
while a few countries greatly improved their capacity to produce and are now 
almost the sole source of the imports needed for the reconstruction of the war- 
devastated countries. 


In the present world economic situation the fact looms large that the eco- 
nomic potential of the United States of America has enormously increased 
during the war, while that of many other important production centres has 
considerably diminished. This shift in the distribution of the world’s productive 
facilities is at the root of the present dollar shortage. The prominent position 
of the United States is also responsible for the apprehension with which the 
factors underlying the present level of United States production are being 

_--regarded; it is feared that some of these factors may prove impermanent and 
that any serious declines of production, employment, and income in the United 
States may have devastating deflationary effects on the economies of other parts 
of the world. 


At present, however, there is considerable inflationary pressure in the world. 
In most countries this is the result of the extraordinarily high demand in rela- 
tion to the scarce supply of consumer goods; this high demand is generated by 
budget deficits, by high net exports, by high rates of private investment, or by 
the spending of war-time accumulations of liquid assets. The scarcities and the 
inflationary situations in the several countries have interacted upon one another 

_ and have thus tended to spread the inflationary pressures around the globe. 


The origins, behaviour and treatment of both inflationary and deflationary 
processes are better understood today than in the past. In order to create 
conditions of stability, maintain full employment and promote economic and 
social progress and development, there may be required drastic governmental 
action of a kind that in some countries has heretofore not been regarded as 
appropriate during peace-time. Some Governments have already taken vigor- 
ous measures; others are considering such measures; and all Members of the 
United Nations have pledged themselves to take action for the achievement of 
conditions of stability and well-being. 


This part of the report summarizes the available data on the world supply 
of goods, international trade and credits, major obstacles to the expansion of 
world production, and the inflationary pressures in the world today. 
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THE WORLD’S SUPPLY OF COMMODITIES 
Wortp PRODUCTION 


The world’s population is now greater than a decade ago by almost 200 
million or nearly ten per cent, but the world’s production of key industrial 
commodities for which data are available has, in many instances, not yet 
reached the pre-war level. As much coal, steel and rubber was produced in the 
world in 1947 as in 1937, but the production of pig-iron was lagging behind 
pre-war levels. There has, however, been a vast expansion in the production 
of electric power. 


~ 


Table 1 
INDEXES OF WORLD PRODUCTION OF SELECTED COMMODITIES,® 1947” 
(1937 = 100) 

Puclrand energy oie: & sist pcune ee et a cites eet 118 
Coal tea acacia cate ote ee eae eee eee 102 
BlectricitySxs..2 2 A Sele SRR aR ee Lee 165 
Pig-ivoncand'ferro-alloys 0) 2.0. (2008 of. Sane gS 
Stee] ey JAR, SER VAY, Jat Pe ee oh 
Copperstet, act yA ae Pe MG oa es 

ead LA. age. LAG Poe Seats tt eee 82 
Tati PORORI LEE, ON. SEP OVD i a Aaa 96 
ELIT < a een PN he hate Ola ae eet oon Oe 55° 
Naturaltrubberok 293.27 oa Or ck eek ee 104 
Cementay che Seer neat sleet Se, ae ee 100 


Source: Statistical Office of the United Nations. 


8 The selection of the major commodities shown in this table was determined by the 
availability of production statistics on a world-wide basis. In all instances the world 
figures exclude the USSR, data for which are not available. 


> Unless otherwise indicated, 1947 annual rate is based on production during the first 
nine months of 1947. 


© Coal, lignite, crude petroleum, and hydro-electricity. For the calculations in this 
table, lignite, crude petroleum and hydro-electricity were reduced to terms of coal by 
means of constant conversion factors. 


4 Excluding China. 
® 1947 annual rate based on production during the first seven months of 1947. 


! 1947 annual rate based on production during the first eight months of 1947. 


World food production increased in 1946/47 over 1945/46, and it had been 
anticipated that a moderate recovery would continue through 1947/48. In- 
stead, production is slightly below the previous year and seven per cent 
below pre-war levels. The world food situation is now as critical as at any 
time since the end of the Second World War. 
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Table 2 


-WoRLD FOOD PRODUCTION 
1947/48 production as percentage of pre-war* and of 1946/47 levels 
1947/48 as percentage of 


Pre-war® 1946/47 
Wheat and rye....... 96 102 
RICE) Xeon. katnbee 93 101 
Coarse grains ........ a 93 
Fatsand sous -s.sar6. 88 103 
DUGAT Bier. ses cee see ve 103 
WIGAEND Pacis. ees ceed 93 99 
Dairy products ...... 87 99 
PEA ROCS. dc c% ows x HEE 83 99 
* Ray. | Aeon 16 Mepareec ase. 42 93 99 


Source: International Emergency Food Council, Report of the Secretary-General to the 
Fifth Meeting of the Council, part I, table 1. 

8 1935-1939 average. 

Food production had suffered from war devastation in many countries, and 
its recovery is being retarded by delays in replacement of equipment and by 
shortages in fertilizers, draught power and quality seed. In many parts of the 
world the adverse weather of 1946/47 constituted an additional obstacle to 
the recovery or expansion of food production. 

Preliminary estimates of the 1947 crop provide a gloomy picture of the 
world food position from now until the 1948 harvest. Per capita food con- 
sumption in general is expected to be two or three per cent below that of last 
year and nearly ten per cent below pre-war levels. The per capita production 

-of bread grains and rice in 1947/48 is thirteen per cent below the average of 
the years 1934 to 1938. While the world’s exportable supply of fats and oils 
increased from 2.5 million tons in 1946 to 3.5 million tons in 1947, it is 
anticipated that the European and North American supply of fats will drop 
in 1948 as a result of a reduction in the volume of animal feed likely to be 
available in those countries. 

Even if the present production of manufactured goods, primary products and 
food were at pre-war peak levels there would still be serious scarcities. If, 
moreover, effective demand is maintained in the years ahead, supplies may 
continue to be inadequate unless deliberate steps are taken, both on national 
and on international levels, to bring supply into a more adequate balance with 
needs. 

Against this general background of shortages, the geographic distribution of 
the world’s production may be analysed. 


GEOGRAPHIC DISTRIBUTION OF PRODUCTION 


NON-AGRICULTURAL PRODUCTION 

Table 3 indicates the disparity between the growth of non-agricultural pro- 
duction during the last decade in the United States and in the rest of the world, 
apart from the USSR. In almost all the instances in which world production 
appears to have reached or exceeded pre-war levels (see table 1) it is owing 
to the fact that the United States has far surpassed its pre-war position, while 
the rest of the world is still lagging far behind the position of ten years ago. 
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Table 3 


CoMPARISON OF PRODUCTION OF SELECTED COMMODITIES IN THE UNITED 
STATES, WITH THE REST OF THE WORLD* 


(1937 = 100) 
1947» 
World excluding 
United States USS. 

Puel andsenergy°s..2 auns< 138 100 

Coalty Were at sta date ers ace 133. 81 
IGCUMICHY <= aia ss 10's are 9 6 Z2i1 138 
Pig-iron and ferro-alloys..... 142 61 

Steel Pee, a klangec hee ces 147 65 
COppen ee < Mensa 5 <<. 103 96 

LAG MGRRN «nace eae s 108 72 
LACM. tein teats WR = HORA 144 dz 

SU AIEE RTA tenaahac one asarete. avaye arepe tend — 55° 
Naturalwubber eos oc1for ss — 104 
Cement gin. id teligtidetens sh 5 80 

Source: Statistical Office of the United Nations. 


— Nil. 

8 The selection of the major commodities shown in this table was determined by the 
availability of production statistics on a world-wide basis. In all instances the world 
figures exclude the USSR, data for which are not available. 

> Unless otherwise indicated, 1947 annual rate is based on production during the first 
nine months of 1947, ; 

© Coal lignite, crude petroleum, and hydro-electricity. For the calculations in this 
table, lignite, crude petroleum and hydro-electricity were reduced to terms of coal by 
means of constant conversion factors. 

4 Excluding China. 

© 1947 annual rate based on production during the first seven months of 1947. 

£1947 annual rate based on production during the first eight months of 1947. 


A more detailed picture of the changes in the production of certain selected 


non-agricultural commodities in a number of countries is obtained by the 
analyses made in tables 4 and 5. 


Table 4 
PRODUCTION OF SELECTED COMMODITIES, BY COUNTRY 
1947 production as percentage of pre-war production* 


Coal? 

Per cent 
ITIGCT HOO uate wegen Germany 
GOs 69 awe Fe. 5 Japan 

110m SOR tae Belgium, Netherlands, United Kingdom 

OU LOO ee ve cee. re Canada, Chile, Czechoslovakia, France, Italy, Mexico 
Looe strat eae Hungary, India, New Zealand, United States 

130149 iid hatte elena Australia, Southern Rhodesia 

150-199 bbe yt Poland, Portugal, Turkey, Union of South Africa 

200 and over....... Brazil 


* Only those countries for which data are available are included in this table. In the 
case of Germany and Poland, pre-war production for pre-war boundaries and the 1947 
production for post-war boundaries. 

> 1947 production based on third quarter 1947 rates. Pre-war production relates to 1937. 
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Table 4 (continued) 


Electricity? 
PGCE, S02 cies 03s 0 Luxembourg 
9 Finland 
LN ee Belgium, France, Japan, Norway 
OS Ce Italy, Mexico, Netherlands 
POUSULD Ake d ices aesait Argentina, Canada, Czechoslovakia, Denmark, Guate- 


mala, Ireland, Portugal, Sweden, Switzerland, United 
Kingdom, Union of South Africa 

ROO=199.% eu. kek Austria, India, New Zealand, Poland 

200 and over....... Australia, Brazil, Bulgaria, Chile, Colombia, Palestine 
United States 


5) 


Steel’ 
ACER OOS. sos «xis 0 Germany, Japan 
MS es Austria 
BO LOUE Wedel 2 Belgium, France, Luxembourg, Sweden 
oS WUSTE Pe Czechoslovakia, Hungary, Italy, United Kingdom 
it) Australia, Poland 
Vee CM India, United States 
NS Ae Canada 
200 and over. ~..... Mexico, Union of South Africa 
Cotton yarn® 
MIMOCE QUE sitet Se > Germany, Japan 
e090 ov doe gw os Czechoslovakia, Poland, United Kingdom 
= OG ew. \ ahihs'n» Mexico, France 
LD enone, sheversinises Belgium 
Ba 12 OM St)... Jee. India, Hungary, Netherlands, United States 
CLS oS hepa Canada 
BOUL OS Bae se 25s Turkey 
2oOvand over. «2%. 3% Argentina 


Woven cotton fabrics® 


EGE AOU. 5 histy wet at Japan, United Kingdom 
PROS fee ci Coawiicirane. = Czechoslovakia 
8/98 are France, Hungary, Poland 
Ct 3 aaa Canada, India 

rie ois ya Mexico, United States 

be TES £0 ena a Belgium, Portugal 

SS eS gee ee Chile 

200 and_over..../... Bolivia 


Source: Statistical Office of the United Nations. 


© 1947 production based on the rate of output in the first eight or nine months of 
1947. Pre-war production relates to 1937, 1938 or 1939, depending on the availability 
of data for the respective countries. 
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Although industrial production in the United States during the third quarter 
of 1947 stood sixty-three per cent above that of a decade earlier and its output 
of durable goods had nearly doubled during the same period, it is also evident 
that significant changes are occurring in the world’s distribution of industrial 
production. The formerly sharp distinction between “industrialized” countries 
and those producing primary products tends to become more and more 
blurred. Table 4 indicates that the countries whose production of coal, elec- 
tricity, steel, cotton yarn and fabrics exceeds pre-war volume include many of 
the “under-developed” countries of Latin America, the Middle East, Asia 
and Europe. In the long run these tendencies, especially if supported by de- 
liberate action to promote development schemes, could prove more significant 
than the present prominence of the United States in world production, which 
was perhaps to be expected immediately after a period of war devastation in 
the rest of the industrialized world. 


Table 5 


WoRLD PRODUCTION OF FUEL AND ENERGY, BY AREA® 
1938, 1946 and 1947 


Percentage distribution 


Production of production 
1938 1946 1947> 1937 1938 1946 1947» 

1937 — 100 (Per cent) 
North America® .......... 86 128 138 45.6 418 544 54.5 
PatinwAmericaty. ik ote os 99 164 182 4.3 4.6 6.6 6.6 
SUTOPE Gs Kaeser esas esha Sy oie es 404 42.8 29.1 29.2 
ANSE Sup iese es CLI Ce 105 101 108 7.8 8.7 re neo 
IAITICAME AAG ee reece LOSS Oo EO tal 1B 1.4 
OCeaniaw Hin woe ace oe OO 121 eits 0.9 10 Val 1.0 
HC GTATC Ay herent ie cae 94 107 118 100.0 100.0 100.0 100. 


Source: Statistical Office of the United Nations. 


® Coal, lignite, crude petroleum, and hydro-electricity. For the calculations in this 
table, lignite, crude petroleum and hydro-electricity were reduced to terms of coal by 
means of constant conversion factors. 

b Partly estimated. Based on production during the first nine months of 1947. 

© Canada and United States. 

4 Mexico, Central and South America. 


® Excluding the USSR, for which data are not available. 


The profound changes which are taking place in the world economy are 
best illustrated by the data on the production of fuel and energy shown in 
table 5. It is true that the United States and Canada produced more than half 
of the world’s total in 1946 and 1947 and that the output of these two countries 
rose by more than one-third during the past decade. But the output of fuel 
and energy of the Latin American countries rose by more than 80 per cent 
during the same period, and their share in the world’s total increased appre- 
ciably; to a somewhat lesser extent this was also true of Africa and Oceania. 
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While Asia, owing to the expansion of production in the Middle East, showed 
only a small decline in its relative position and Europe was still repairing its 
war damage and slowly approaching its pre-war production volume, there 
can be no doubt that as soon as tranquillity can be established in Asia and 
certain basic improvements can be made to the principal coal and hydro- 
electric power installations of Europe, the energy production of these con- 
tinents will rapidly outstrip their pre-war figures. 


AGRICULTURAL PRODUCTION :* 


The post-war pattern of food production is also drastically different from 
that which prevailed in the world before the war. While the world’s total food 
production in 1947/48 was seven per cent below pre-war levels, the greatest 
reductions in crop production occurred in regions which had large food deficits 
even before the war. The import needs of these regions have therefore risen 
sharply. At the same time food production in the world’s food exporting coun- 
tries has greatly increased, although large parts of the additional output are 
being consumed domestically. The result is that some countries now consume 
thirty per cent less food per capita than before the war, while others consume 
as much as fifteen per cent more.’ 

In Europe, crop production was most adversely affected by an excessively 
severe winter succeeded by an extremely dry summer. The production of 
wheat, rye, barley; oats, maize, and potatoes in Europe (excluding the USSR 
and Albania) amounted to 181.8 million metric tons in 1946 and declined to 
178.2 million tons in 1947; the pre-war (1934/38) average was 250.2 million 
metric tons. The only countries in Europe which escaped without serious crop 
losses, or harvested larger crops in 1946/47, were Bulgaria, Hungary, Rou- 
_ mania, the USSR, and Yugoslavia. 

In the Middle East, where 1946 grain production exceeded pre-war levels, 
production in 1947 declined below the pre-war average. 

In the Far East, the 1947/48 output of rice is estimated at 125.3 million 
metric tons, compared with the pre-war average of 133.9 million tons. How- 
ever, conditions varied greatly from country to country. In India and Pakistan, 
at present great deficit areas, the rice crop is estimated to be six per cent below 
1946/47 and the wheat crop nine per cent smaller. China had somewhat larger 
rice and wheat crops in 1947/48 than in the preceding year; Burma and 
Siam, rice surplus countries, also had better crops, although they were still 
below pre-war levels; Indo-China, another large surplus country, had a poorer 
rice crop than in the preceding year. 

In the United States, total agricultural production, which had risen during 
the war to almost thirty per cent above the pre-war level, continued at that 
high rate. The Canadian wheat crop was unfavourably affected by weather 
and is estimated to be below the 1946 output by about two million tons. 
Canadian production of secondary grains was also lower. : 

The Food and Agriculture Organization of the United Nations estimates 
that the countries in the temperate zone of the Southern Hemisphere have 
somewhat improved crop prospects for 1947/48. 


1For more detailed discussion, see part III, chapter 1 of this report. ‘ 
2 International Emergency Food Council, Report of the Secretary-General to the Fifth 


Meeting of the Council, part I. 
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Australia expects its next crop of wheat to be about two million tons 
greater than in the preceding year, and the Union of South Africa expects 
some increase in grain production, but not enough to meet its own needs. 
Estimates for Argentina indicate smaller harvested areas of wheat and of 
secondary grains. 


INTERNATIONAL TRADE AND CREDITS 


The lack of economic balance in the world is manifest not only in the 
_ shortages of supply in the several countries. In international transactions, the 
unbalance is reflected in unprecedented deficits in the foreign transactions of 
most countries. 

The aggregate value of world exports in 1938 was about $22,600 million. 
In the first half of 1947, world exports, including UNRRA deliveries and 
certain other exports of a non-commercial nature, were proceeding at an 
annual rate of some $22,400 million if computed at 1938 prices and $45,000 
million at current prices. World imports represented somewhat higher figures 
owing to the inclusion in the values recorded by most countries of transport 
costs up to the domestic frontier.’ While the dollar value thus almost doubled 
during the period considered, the dollar prices of the goods entering into trade 
also doubled and the “quantum” of trade was practically the same as in 1938. 


Table 6 
VALUE, PRICE AND QUANTUM OF WORLD EXPORTS, 1938-47 
1938 1946 1946 1947 
semi-annual Ist half 2nd half Ist half 
average 
(Millions of U.S. dollars) 
Value of world exports of mer- 
chandise 
ENROL DIICES |: bs see ES meee 11,300 8,800 10,000 11,200 
PSCRCUITED ES DTICES ba stian® 2k caveats 11,300 14,700 18,500 22,500 
Indexes of world exports (1938 = 100) 
OAC MS fe Ob ES TOE 100 78 88 99 
Dollartprice .. vio 2 ta oe ae, 100 167 185 201 
Dollar value ........... ee Seroreltsee 100 130 164 199 


Source: Statistical Office of the United Nations. 


Comparisons among national trade values are clouded by the fact that cer- 
tain countries do not publish up-to-date information concerning their external 
trade and by the difficulty, under existing conditions of largely inconvertible 
exchanges, of turning values expressed in different currencies into a common 
measurement without bias. But a rough idea of the trends of trade may be 
obtained from the following indexes of the “quantum” of the trade of a few 
countries which compute such indexes. 


* Compared with 1938, however, the discrepancy between recorded world imports and 
recorded world exports has declined owing to the omission by most countries from their 
recorded imports of UNRRA deliveries and certain other Government purchases. 
Recorded world imports in 1938 amounted to $25,000 million and in the first and 
second halves of 1946 and the first half of 1947 to $14,700, $19,300 and $22,900 million 
respectively. 


> A “quantum” index reflects the changes in the value of the goods actually imported 
or exported computed at the prices obtained in the base year (in the present case, 1938). 
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Table 7. QUANTUM INDEXES OF MERCHANDISE TRADE OF SELECTED 
COUNTRIES, 1946 anp 19478 
Average of first and second half 1938 = 100 


Imports Exports 
1946 1946 1947 1946 1946 1947 
Isthalf 2ndhalf Isthalf Isthalf 2ndhalf 1st half 
United Kingdom ...... 66 71 de 91 108 102 
RJnited States... .. 0... ., 135 141 134 193 187 200 
SINC talks e's imare’s 118 106 122 Jo 54 83 
1S TUE "es a eg ee a 77 90 56 58 64 
SMIREDUNA Geialss << sara » « 67 96 131 88 85 77 
PRMIStC ALIA Wate 6 ox yarns 5 pes “ .. 103 118 94 
ewitzeriand ........... 95 114 139 87 113 112 
DOTA VIC lent Bis tx ayes, « 55 101 127 58 65 83 
LAs Rap or 26 35 53 40 43 50 
ES aa re 118 iis a 143 143 Zs 
SD OS: Fe rn 75 86 106 63 83 55 
RIP AT aa Ss > teeth « 8 24 45 7 23 25 
BEERO Vc letge a «sina « 5 51 64 84 55 105 105 
TAGES (ee 39 83 52 22 49 38 
Source: Statistical Office of the United Nations. .. Not available. 


a Arranged in the order of the total value of their imports and exports in 1938. 

In the majority of the countries shown, the quantum of imports has in- 
creased, while that of exports has fallen or increased at a lower rate. The 
difference would undoubtedly have been more evident if more countries had 
been covered. Among the countries for which no data are available, the most 
important are Germany and Japan, which have been absorbing considerable 
imports of foodstuffs and other supplies while their export trade is negligible 
in relation to what it was before the war. 

Only in a few countries have exports risen more than imports. This is true, 
for instance, of the United Kingdom which has been meeting the heavy pres- 
sure on its balance of payments by a considerable reduction in imports and a 
rise in exports to a level exceeding that of 1938. The most striking increase in 
exports, however, is that recorded by the United States. In 1938, United States 
exports already exceeded those of any other country and represented fourteen 
per cent of the value of all goods entering into world trade; during the first 
half of 1947, after having risen 2.5 times in quantum and five times in dollar 
value, they represented a third of world exports. United States imports, on 
the other hand, stood only a third above their quantum in 1938 which, inci- 
dentally, was abnormally low as a result of the heavy impact of the business 
recession of that year upon the United States. 

The effect of the divergent trade movements upon the balance of mer- 
chandise trade (computed in dollars at official rates of exchange) is shown in 
table 8 for a number of trading countries grouped into “surplus”, “devas- 
tated”, and “under-developed” countries.’ 


1To a certain extent, the distribution of the countries considered among these three 
groups is arbitrary. Thus, several of the “surplus” countries have recently had a deficit 
in their current foreign transactions. Also, it may be questioned whether Denmark is a 
“devastated” country. Certain countries are both “devastated” and “under-developed” ; 
this is true, for instance, of China. 
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Table 8 


ImporT (—) OR EXPORT (-++) BALANCES OF MERCHANDISE 
TRADE OF SELECTED COUNTRIES®* 4 
Monthly averages—1938, 1946 and 1947 
7 1946 1946 1947 1947 
1938 Isthalf 2ndhalf 1st half 3rd qtr. 
(Millions of U.S. dollars—“S pecial trade”) 


“Surplus countries”: 
United States of America.... + 92 +400 +385 +774 +680 


G@ANAGAAY ee oc ae eee oo aids 150 > +28: =F 39 ~<-F aie io 
PAAISEP ALIA ett © stene tse ow hast eo "PP > Fully F268 Se — 22 
WCU a ean tate cas Sane ee) is — 24 — 47 — 55 
Union of South Africa...... — 26 — 32 — 48 my a 
PRE POYICIDA roses Ce ty ete aie ete 3 aro O° 420 | =F 6F P22 ee 
SWitzellanGden ne meione  cte - 5 - 19 - 10 = 925 — 30 
ING W eZ Calalid \. cs. ssc sts oobi ast oii 4 ee Nie 
‘Devastated countries”: 

Cinited Kingdom 52: .<. °.. —157 —110 -111 -179 —268 
| RhoA or ale aaa Grape mae) aegis — 37 —102 — 84 — 84 —102 
Belgium-Luxembourg ...... - 3 — 34 — 53 — 32 — 33 
WNGtHerianGs: -. ss. Tactile s see - 17 — 41 — 44 = 75 — 79 
DALY ASO ops .a uae nse: a 4 - 3 — 42 Be 
China:? 

INE ane Daria 4s... 0. cane seek — 14 its est 

Restiofy China. 4 sheiice : - 9 — 30 45) ‘= 11 =A ¥9e 
PDCAIMAT tah a ads Bou.) «oak - 2 -— 15 — 28 — 14 — 19 
Crechoslovakiates. xcs. 2 so fee Pteinl? Been am eee - 7 
IVOE WAY bo <4 forei8 picks tows dilate - 8 - 8 — 26 — 35 — 29 
AIC Mee eo ce SI os a8 he - 2 a2 ioe 2 4 
VOM atts) gaa ee oe 0 <= Dire ciel Oi treo 

“Under-developed countries”: 

LitelG = See a See Seem, Fe sent 9 tt abd - 3 - 2 
Dracilmuineeteted. trac ash. k 0. 4+) 22... +424 — 13 - il 
Menemiel4 Bodild).!, 4s... ude. & a) Gi wrhaOcrere2l 7 
PR DE Bovis Bern cscs aier, ots Rages - 3 - 9 eee) ui 38 
INES Tee te Senet ee 0 — 12 — 16 — 24 — 15° 
SOHAIL Rip RRR SS i i wort Goedl Ghee aoe - 3 
DUE CV prttacs eG alone as «ake Oo sh SOG cENlOseyces bei 
POLOTH Dian, HER bas lst aist secs ¢ — J —' ‘3 - 2 - 13 - 7 


Source: Statistical Office of the United Nations. 

.. Not available. 

8 Within each of the three groups shown, the countries are arranged in the order of 
the total value of their imports and exports in 1938. 

The comparability of the figures for post-war years is affected by varying national 
practices in the reporting of UNRRA goods and, in general, government purchases and sales. 

The balances are computed as the difference between recorded imports and exports. 
Attention should be paid to the fact that in the case of countries recording imports 
f.o.b. (the. United States, Canada, the Union of South Africa, Venezuela, and Mexico) 
the balance appears more “favourable” (that is, the export balance is larger, or the 
import balance smaller) than in the case of countries which record imports on a c.i.f. basis. 

> Excluding trade between Manchuria and rest of China. 

¢ Average of July and August. 
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_ _The following figures show the distribution of United States trade by groups 
of commodities. 


Table 9 


UniTEep STATES MERCHANDISE TRADE, 1938, 1946 anv 1947 


1938 
Semi-annual 1946 1946 1947 
average® Isthalf 2ndhalf 1st half 
(Millions of U.S. dollars— 


Te perts: Special trade’) 
PICEA LETIONS “1 sous 'd ew aie tl) oe SOOO 288 808 918 917 
rade POOUStUIES. 405.41 Me boo oe dae otc Care 130 401 413 515 
Manufactured foodstuffs .............. 156 233 270 316 
De MMamMaNUIACtUTes aia: o.<c ss ce tiadd 193 413 516 592 
Finished manufactures ....:........... 209 383 462 467 

SEA aN ence lin < acco Kuacbece Lie <sbecoiaen OI 5b 2y2oOu nn 2 COU COL 

Exports: 

Sercdermateriais’ ss el. ee 304 640 774 849 
RerECeTOOUSTUIIS oy he eee ee hoe ch omen. 125 353 295 428 
Manuracturca foodstulis’. 3.2000 92 860 664 816 
DernintMANEACtUIes ©. s 5. sc sses been eek 247 441 453 853 
Panisncu wanuractures ... sc see eee te 762 2,333 2,686 4,500 
Dee ee a Sos wie elie Fon. 08s 1,529 4,627 4,873 7,446 


Source: United States official trade returns. 


a Attention should be paid to the fact that in 1938 United States imports were abnor- 
mally low. 


The monthly export surplus of the United States in 1946 was more than 
four times that of 1938. Nevertheless, that surplus was again doubled in the 
first half of 1947. During the third quarter of 1947 none of the “devastated” 
countries (except Finland) or the “under-developed” countries, and only Can- 
ada and Argentina among the “surplus” countries for which figures are avail- 
able, showed a “favourable” balance of merchandise trade. 


One of the important facts brought out by table 9 is the heavy increase 
in the export of manufactured products from the first half of 1946 to the 
first half of 1947. Almost nine-tenths of the increase in total export value dur- 
ing that year was due to semi-manufactures and finished manufactures. While 
the total quantum of United States exports rose by one-third during the year, 
the quantum of primary products (including processed foodstuffs) declined; 
but that of semi-manufactures increased by half and of finished manufactures 
by nearly two-thirds. The increases took place largely in machinery, automo- 
biles and other durable goods. 


It is also of interest, and of considerable importance, that while Europe 
still absorbs the bulk of the United States export surplus, the positive balances 
to other continents have recently grown very rapidly, as is shown in table 10. 
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Table 10 


GEOGRAPHICAL DISTRIBUTION OF UNITED STATES EXPORT (--) 
OR IMporT (—) BALANCES, 1938, 1946 anp 1947 
1938 
Semi-annual 1946 1946 1947 
average Isthalf 2ndhalf Ist half 
(Millions of U.S. dollars—“General trade’) 


uropens gyi oes Ano eee ees os +380 +41,839 +1,468 +2,444 
WatingAmenicame- haa. b «heuer ee ate +39 + 106 + 296 + 938 
North Ameéricaca ts tine ne ne as +104 -- 197 + 350 + 542) 
ASIA beet eee cas Gale Fs Guers -.. —26 + 242. + 194 + 460 
PALTIC ACR it OO alo + 32 + 120 + 63 + 270 
Oceania (chiefly Australia and New Zea- 

Bari) Cat Ce EM ci APR ES asta i ohn + 359 — 16 7.5) Bees 


Source: United States official trade returns. 


The bulk of United States imports before the war consisted of raw materials 
in a volume which varied with activity in United States manufacturing in- 
dustry. In 1947, however, when the level of United States manufacturing ac- 
tivity was about seventy per cent higher than in the pre-war boom year of 
1937, the quantum of United States total imports was below the 1937 level. 
This phenomenon may be ascribed to the war-time development in the United 
States of primary, particularly agricultural, production as well as production 
of synthetic substitutes for articles previously imported (silk, rubber), and the 
reduction in the supply of finished manufactures from abroad. 


SURPLUSES AND DEFICITS ON CuRRENT ACCOUNT 


In the majority of countries, the trade balance is the chief component of 
the balance of current transactions. A deficit on current account, accompanied 
by a corresponding influx of foreign capital, has been a normal phenomenon 
in many countries over long periods. In the present situation, however, the 
deficits incurred are unusually large owing to the heavy import balances, and, 
in the case of certain European countries, to the decline in the income from 
investments abroad or from shipping and other services rendered. Moreover, 
the deficits have shown a tendency towards abnormal increase. Since private 
loans and credits raised on a commercial basis are almost non-existent, the 
deficit countries have to a large extent had to rely on government credits. Such 
credits have been very large but they have not been able to prevent a rapid de- 


cline in the gold and foreign currency resources of certain countries during 
1947. 


The official computation of the United States balance of payments, sum- 
marized in the table on page 17, indicates a surplus on account of goods and 
services of $16,700 million between the middle of 1945 and the middle of 1947. 
Of this amount, $6,000 million was supplied in the form of “unilateral trans- 
fers”, including contributions to UNRRA, while the remainder represents 
chiefly an outflow of American capital and to an increasing extent the sale of 
foreign gold holdings. Attention is also directed to the rapid increase in the 
United States surplus on current account towards the end of the period. During 
the second quarter of 1947 that surplus exceeded $3,000 million, or more than 
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twice the corresponding quarterly figures during the early part of the period 
examined. 

The active global balances on current account have been less spectacular 
in other “surplus” countries and have not shown the same tendency to 
increase rapidly as have those of the United States. In fact, those of Canada 
fell off rapidly from 1945 on; those of Sweden were replaced by a growing 
deficit; Argentina has been favoured by the fact that its export prices have 
risen far more than its import prices, but its surplus on current account, est1- 
mated at 1,271 million pesos in 1945 and 1,709 million pesos in 1946, must 
have fallen off considerably in 1947 with the rise in its imports from the 
United States.’ In several other Latin American countries the dollar balances 
held have also recently been reduced. 

The global deficits of each country do not, however, tell the whole story. The 
strain on the majority of countries is increased by a fact which is not, to the 
same extent as the exceptional shortages of goods, inherited from the war, 
since it originates in disturbances in international trade which plagued the 
world during the greater part of the 1930’s. 


Tue DIFFICULTIES OF MULTILATERAL SETTLEMENT 
AND CONVERTIBILITY OF CURRENCIES 


Until the financial crisis of 1931, surpluses resulting from a country’s trans- 
actions with certain areas could always be used to meet deficits with others; 
that is, currencies were freely convertible. The exchange controls instituted 
during the early 1930’s brought the convertibility of certain currencies to an 
end. Changes in international financial and economic relationships during and 
after the war have further increased the difficulties of the multilateral settle- 
ment of accounts. 


Thus, in the Economic Survey for 1947, presented by the Prime Minister of 
Great Britain to Parliament in February 1947’ it is pointed out that the British 
dollar position is much more difficult than would appear from the total bal- 
ance of payments of that country. The United Kingdom, it is pointed out, 
cannot use its surplus with the Eastern Hemisphere to meet its defiicit with 
the Western Hemisphere, partly because many of the Eastern Hemisphere coun- 
tries have no gold or dollars with which to pay and partly because surpluses 
to certain countries of this hemisphere are absorbed for the payment of debt. 
The dollar loan of $3,750 million raised by the United Kingdom in July 1946 
was indeed coupled with the obligation of restoring the convertibility of sterling 
balances arising from current transactions on 15 July 1947. Even before that 
date a number of steps had been taken by the United Kingdom in preparation 
for the return to free currency markets. The loan in question and that of 
$1,250 million granted simultaneously by Canada had originally been intended 
to carry the United Kingdom through a transitional period of several years. 
Actually, four-fifths of the loans were exhausted by 15 July 1947 when con- 
vertibility was restored, and the very heavy withdrawals which then resulted 
from the conversion of sterling balances gained by other countries necessitated 


The recorded export surplus of Argentina from January to October 1946 amounted 


to 1,206 million pesos. During the corresponding period of 1947, there was an import 
surplus of 6 million pesos. 


* Cmd. 7046, page 19. 
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suspension of convertibility on 20 August. The previous tendency in the world 
towards the relaxation of currency restrictions was reversed. A series of re- 
strictions intended to cut down domestic consumption, imports and other trans- 
actions involving currency outlay were introduced in the United Kingdom, and 
a number of other countries were forced to take similar steps. 


In the devastated countries of western continental Europe, production was 
before the war geared to an export surplus to the United Kingdom which was 
used for financing net imports from the United States and other non-European 
countries. The disappearance of Germany as a major exporter of manufactured 
goods has in some cases turned the balance in “favour” of the United King- 
dom; but some countries, for instance Belgium and Italy, have maintained an 
export surplus with the United Kingdom and were adversely affected by the 
inability, after the suspension of convertibility, to utilize the surplus for meeting 
their dollar deficits. Belgium has since the end of the war accumulated over 
12,000 million francs in various European currencies (particularly pounds 
sterling, florins, French francs, and Danish and Norwegian kroner), but its 
trade deficit with the United States during the first nine months of 1947 ex- 
ceeded that figure, and Belgium has recently had to liquidate part of its gold 
holdings. 


The typical under-developed countries—at least those outside Europe—were 
normally net exporters to the United States and frequently net importers from 
Europe (particularly from the-United Kingdom). Owing to their increased 
demand for capital equipment with a view to economic development and the 
reduced ability of Europe to export, these relations have at present been re- 
versed and their trade usually results in a deficit with the United States and 
frequently a surplus with Europe and the sterling area. If that surplus is due 
in dollars or other “convertible” currency, as is usually the case in Latin 

erican countries, it is likely to be very limited in size, since the foreign 
importers have little such currency available; if it is due in inconvertible cur- 
rency, it may well be considerable, but cannot be utilized for financing the 
deficit with the United States. 


The hardships due to lack of convertibility are not confined to the devas- 
tated and under-developed countries, but also affect some more developed 
countries which managed to go through the war with their production facili- 
ties practically unscathed or even improved. 


A case in point is Canada which, as table 8 shows, has maintained a global 
export surplus in merchandise trade. The traditional Canadian export surplus 
to Europe (and the United Kingdom in particular) has only to a certain 
extent been available for financing the trade deficit with the dollar area. Thus, 
out of an export surplus of close to Canadian $1,000 million in 1946 to coun- 

tries not belonging to the dollar area, three-fourths had to be financed by loans 

and grants, while a heavy excess of imports from the dollar area could be 
financed only by the import of United States capital and by a drop of $263 
million in Canada’s gold and dollar resources. At the same time, Canada’s trade 
has tended to become increasingly dependent on a triangular settlement of 
accounts for which the prerequisites appear to have been lacking. As a result, 
‘Canada’s exchange reserves fell from $1,245 million at the beginning of 1947 
to less than $500 million in November, at which time stringent restrictions were 
introduced to curtail imports, particularly from the United States. 
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The case of Sweden is similar, though that country has actually an in- 
creasing global deficit on merchandise, as well as on total current account, 
since 1945, in which year there was a surplus in relation to soft-currency coun- 
tries of 714 million kronor. In 1946, the balance of payments surplus with those 
countries fell to 142 million kronor while the deficit with hard-currency coun- 
tries, which delivered half of the total imports as against a fourth before the 
war, rose to not far from 1,000 million kronor. “These trends,” it is pointed 
out in a statement of May 1947 by the Board of Directors of the Bank of 
Sweden, “would not necessarily have led to the present acute shortage of 
foreign exchange if the proceeds of Sweden’s exports to the European coun- 
tries could have been used for payments to other parts of the world in the 
same way as before the war. It would then have been possible to use the pro- 
ceeds of our export surplus during 1945 to compensate the heavy deficit which 
developed during 1946 in relation to the dollar sphere.” While the Bank of 
Sweden and the Swedish Treasury have accumulated holdings of inconvertible 
currencies as a result of export surpluses to the countries concerned, their hold- 
ings of gold and convertible currencies (United States dollars and Swiss francs) 
fell from 2,196 million kronor at the end of 1945 to about 400 million kronor 
in October 1947. At that time, severe restrictions on certain imports from the 
United States were imposed and private holdings of hard currencies requisi- 
tioned. 

Decreases in the official gold and dollar assets have therefore taken place 
during 1947, not only in countries with a heavy global deficit in their accounts, 
but also in those with a small global deficit or even with a surplus. Countries 
such as Belgium, Sweden and the United Kingdom, which during the early 
post-war period were able to export on credit to certain other European coun- 
tries, have become increasingly reluctant to do so. Several countries outside the 
sterling area, both in continental Europe and elsewhere, have become wary 
of their increased holdings of inconvertible currency. New debit balances in- 
curred have accordingly had to be settled in gold or in dollars to a larger 
extent than earlier. 

In the absence of a functioning network of world-wide multilateral settle- 
ment, a considerable number of payments and trade agreements providing for. 
bilateral exchange of goods and services, in some instances allowing for tri- 
angular settlement, regulate trade particularly among European countries 
and between certain European and Latin American countries. During the early 
post-war period several of these agreements provided for considerable credits 
by the country with a surplus in the bilateral exchange. With the tightening of 
the exchange situation, however, such credits have declined as mentioned above. 
Although the bilateral exchange of goods may involve some shifts in the direc- 
tion and the composition of trade, it serves the purpose of making the ex- 
portable surpluses of countries with inconvertible currencies available for their 
mutual benefit. To some extent, therefore, the existing framework of trade 
and payments agreements tends to reduce the dependence of these countries 
on loans and assistance from the United States and other countries of the 
dollar area. The planned arrangement for multilateral settlement of accounts 
among European countries, if successfully carried out, would undoubtedly 
further reduce their dependence on outside aid. 

In the long run, the dollar shortage can be eliminated only through larger 
oversea purchases of goods and services by the United States. Larger purchases, 
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of course, depend in the first instance on increased production in the exporting 
countries, but they also depend on continuing prosperity in the United States 
and on its willingness to accept imports from other countries. 

As from the beginning of 1948, certain countries, including the United 
States, have agreed to give provisional effect to the tariff reductions they 
negotiated in the course of the Geneva session of the United Nations Prepara- 
tory Committee on Trade and Employment. These tariff reductions may well 
be expected in due time to increase the net dollar receipts of the non-dollar 
countries to some. extent. 

The foreign gold and short-term dollar assets used to finance imports from 
the United States amounted to about $1,800 million in 1946 and approximately 
$2,300 million in the first half of 1947. “Although some of this use of gold and 
short-term dollar assets was offset by new gold production, the utilization of 
monetary reserves at such a rate cannot be continued very long, even to main- 
‘tain essential imports.”* Import restrictions and other measures introduced by 
many countries since the middle of 1947 in order to save hard currency appear 
to have had only limited effect. Between the end of June and the middle of 
November 1947, United States gold holdings increased again by close to $1,200 
million, a fact which aggravated the exchange position of other countries. 

The price increases in the United States following upon economic decon- 
trol in the middle of 1946 did not seriously check the desire of many countries 
to acquire United States goods. The heavy net import of these countries, how- 
ever, has undoubtedly contributed to the further rise in the prices of such 
goods. This rise, again, has tended to render international credits granted in- 
sufficient for their original purposes and has caused them to be exhausted 
earlier than had been expected. 

s this is written a large volume of financial assistance to a number of 
Countries is being considered by the United States Government and by the 
International Bank for Reconstruction and Development. Immediate “interim 
aid” is being afforded by the United States Government to France, Italy, and 
Austria whose liquid resources have fallen to very low levels. However, while 
new international credits are of importance in the present emergency it is no 
less necessary that national policies be so shaped as to facilitate and encourage 
domestic production now and to reduce the tension in international economic 
relations in the future. 


PRODUCTION BOTTLE-NECKS’ 


~ In the interest of improving, or at least maintaining, the present levels of 
production, it has become urgent to concentrate attention on the stimulation 
of production of those goods and services—food, fuel, steel, and transport— 
which are crucial in the production of other essential goods. In certain coun- 
tries, however, other industries—such as timber and fertilizers—are of out- 
standing importance and may require special governmental action. 
~ In Europe, the coal shortage is one of the chief obstacles to industrial re- 
covery.” Europe was self-sufficient with respect to coal before the war. With 
German production only slightly exceeding one-half of its pre-war rate (within 


1International Monetary Fund, Annual Report of the Executive Directors for the 
fiscal year ending 30 June 1947, page 14. ; 

2 For more detailed discussion see part II of this report. 

®See part III, chapter 2. 
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its post-war boundaries), Europe (excluding the USSR) produced in 1947 
only eighty-four per cent of its pre-war output. Excluding Germany, European 
output was ninety-two per cent of pre-war production. ‘To meet its most urgent 
needs, Europe must now import high-cost coal from the United States. These 
imports have not met the coal deficit and it is unlikely that Europe will produce 
enough coal in 1948 to meet its requirements. j : 

Coal is also the most urgent industrial requirement of India, particularly 
with regard to its steel industry. Indian coal production averaged 25 million 
tons per year in 1938/39, rose to 29.5 million tons during the war, but by 
1947 had declined by approximately one million tons, mainly because of the 
difficulty of replacing outworn equipment. : 

In China the best pre-war output of coal was 41 million tons per year against 
18.4 million tons in 1946 and an annual rate of only 15 million tons in the 
first half of 1947. 

The shortage of steel also impedes European recovery. Before the war, 
Europe produced about forty per cent of the world total. Its output in 1937 
was about 56 million tons (excluding the USSR which then produced 18 
million tons). The 1947 production in Europe (excluding the USSR) is esti- 
mated at slightly over 35 million tons, or sixty-three per cent of the pre-war 
volume. Before the war, Europe exported considerable quantities of steel and 
steel products. Apart from Germany, Europe consumed about 32 million tons 
in 1937 and its present output has almost reached its pre-war consumption. 
The reconstruction requirements are, however, very high and the planned 
increase in the 1948 steel output, even if realized, would not meet the needs. 

India, which produced 1.6 million tons of pig-iron in 1938, increased its 
output to a two million ton peak during the war, but its estimated production 
in 1947 declined to 1.6 million tons. The great possibilities of expansion in the 
iron industry are limited by shortage of good coking coal. 

Shortages of equipment and machinery are practically universal and most 
seriously affect the devastated areas and the under-developed countries of the 
world. To cite only a few examples of shortages of equipment which determine 
to a large extent the rate of industrial recovery or development: lack of mine 
equipment impedes expansion of coal production and of steel; lack of equip- 
ment impedes further expansion in the generation of electric power; and lack 
of sawmills and logging equipment hampers lumber production. 

In the poorly equipped countries of Latin America and Asia, it was in- 
escapable that the production demand associated with the war should increase 
the wear and tear on plant and equipment, while largely precluding regular 
maintenance, replacement or repair work. Initially inadequate industrial equip- 
ment was called upon to produce far beyond its rated capacity, with the result 
that there is now an exceptional demand for replacement. 

Important industrial developments in India during the war, involving diver- 
sion of productive power to meet the demands of the war and considerable 
overworking of plant and equipment, sharply increased the rate of depreciation 
of equipment and machinery. 

In Europe, softwood for building, packing, transport, and many other uses 
is scarce. Pit props, essential in the drive for increased coal output, and ties or 
sleepers are among other items in which shortages are experienced. With the 
end of the war, oversea trade, particularly in pulp and paper, was reopened 
so as to obtain food, equipment and other goods in exchange. At the same 
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time, the pent-up demand for timber for reconstruction within Europe was 
released. Against this demand for timber, there has been an exceptional drop 
in available supplies. The normal yield of accessible forests of Europe is no 
longer sufficient to meet the bulk of European needs, and export from the 
Americas cannot close the gap for Europe. In general, the capacity of Euro- 
pean forests to produce large logs suitable for the manufacture of sawn timber 
and boards has declined and the pre-war pattern of timber distribution has 
been disrupted. The USSR, for instance, is absorbing most of its timber output 
in reconstruction and development within its own borders. Higher domestic 
consumption, in part caused by the shortage of coal, and the lack of timber- 
cutting machinery have aggravated the situation in respect of countries which 
normally have timber surpluses for export. 


Serious labour shortages now exist in various parts of the world.’ Many 
types of skilled workers are.lacking in all countries. While the under-developed 
countries generally have chronic under-employment, they are also short of tech- 
nical personnel required for industrialization. In Europe acute shortages of 
man-power, particularly of coal miners and other skilled workers, are slowing 
down reconstruction. The general efficiency of labour has suffered because of 
the loss of skilled and professional workers through German action in occupied 
countries and the lack of training of the young generation during the war. 


The war caused heavy damage and disorder to all means of transport and 
communication in Asia and Europe, but by the middle of 1947 railway freight 
traffic in almost all’ European countries exceeded the pre-war level, though 
generally at the cost of overtaxing the existing transport equipment.’ 


In the Far East, the rehabilitation of the transport system has been progress- 
ing much more slowly. In many countries of that region internal feuds hinder 
rehabilitation and development of the transport system. The inadequacy of 
transport facilities in turn hampers economic reconstruction. 


The main factors of an economic and technical nature impeding the re- 
habilitation and development of transport, both in Europe and in Asia, are 
lack of rolling-stock and other equipment, spare parts and repair facilities, 
shortage of fuels, both solid and liquid, and lubricants, and shortage also of 
skilled workers. In comparison with Europe, the Far Eastern countries are 
handicapped in present circumstances by not possessing engineering industries 
capable of producing needed transport equipment which, for lack of requisite 
foreign exchange, they are unable to import from the industrially advanced 
countries overseas. 

The shortage of rolling-stock is likely to remain a serious bottle-neck in the 
operation of European and Asian railways for some time, both because of the 
dollar shortage and in view of the fact that certain types of railway equipment 
normally obtained from the United States are in short supply in that country. 


Among the chief obstacles to the expansion of food production are shortages 
of fertilizers, machinery, other farm equipment and draught-power. Farm 
labour shortage has been experienced in Europe and, to some extent, in North 
America, and the deterioration and depletion of draught-power and machinery 
in the devasted areas of the world have added to the relative shortage of 


1For more detailed discussion see part III, chapter 4 of this report. 
2 For more detailed discussion see part III, chapter 3 of this report. 
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labour by requiring more hand labour than before the war to produce the 
same quantity of food.’ The world shortages of nitrogenous fertilizers are acute, 
The 1947/48 supply of this type of fertilizer is estimated at 2.6 million tons, 
against the requirement of 3.5 million tons, a deficit of some 900,000 tons. 
Although the current production is estimated to equal that of 1937, this is 
owing chiefly to the expansion of production in the United States. The world 
outside of the United States is producing fourteen per cent less than in 1937, 
largely as a result of the coal shortage. Phosphates and potash are now rela- 
tively in good supply. The shortage of fertilizers affects the devastated coun- 
tries of Europe, Asia and Africa in particular; since they experienced acute 
shortages of fertilizers during the war, soil fertility has deteriorated and there 
is a huge demand for commercial fertilizers to rebuild soil fertility and thereby 
increase food output. 

The United States, Canada and the United Kingdom together produced 
twice as much farm machinery in 1946 as in 1938. The exportable supplies 
are expected to increase in 1948. Nevertheless, it is unlikely that the require- 
ments of importing countries will be met, partly because of the magnitude of 
their demand and partly because their exchange position will make it difficult 
for them to buy the supply that might be made available to them. 

The shortages which impede production in the devastated and under-devel- 
oped areas cannot be entirely overcome by imports, partly because of the 
world shortage of food and certain other materials and equipment, and partly 
because of the limited and unevenly distributed supply of hard currencies in 
which most of these imports have to be paid. Overcoming these shortages will 
require strenuous and heroic efforts on the part of the deficit countries them- 
selves and a concentration of energies in each country on the activities which 
are crucial in its reconstruction or development; and these involve not only 
increased production but also important fiscal, monetary, and economic policies 
designed to check inflation. 


INFLATIONARY PRESSURES 


The prevailing inflationary pressure has been described in some detail in a 
report prepared by the Secretariat of the United Nations.’ This report indi- 
cated that these tendencies existed in all parts of the world, in war-devastated 
countries as well as in under-developed countries, in surplus countries as well 
as in deficit countries. 

In most countries, the inflationary pressures may be attributed on the one 
hand to the pressure of demand generated by budget deficits, or large net 
exports, or high rates of private investment, or spending of accumulated liquid 
assets, and on the other hand, to the scarce supplies of consumer goods. This 
situation has caused a rise in prices which tends to adjust the demand for con- 
sumption goods to the supply by raising profits to the point where the savings 
resulting from these profits are sufficient to finance the increased investment 
and government deficits. In the process the relative share of wages in the 
national income falls and the necessaries of life tend to be distributed very 


*See part III, chapters 1 and 4. 

* International Emergency Food Council, Report of the Secretary-General to the Fifth 
Meeting of the Council, pages 46 and 54. 

*Survey of Current Inflationary and Deflationary Tendencies (Lake Success, N. Y., 
September 1947). 
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inequitably. The resulting efforts by workers to prevent deterioration in their 
position by wage increases are frustrated by subsequent price increases and 
thus the inflationary spiral develops. The inflationary process tends further to 
be reinforced by the speculative hoarding of essential commodities. 


Inflation can generally be prevented by monetary and fiscal measures which 
reduce the requirements for savings or increase the supply of savings at given 
prices and output. Such measures include reductions in government expendi- 
ture, increases in income taxation, and monetary reforms. designed to eliminate 
pent-up demand or to restore confidence in money. However, where inflation 
cannot be checked by monetary and fiscal measures, direct control of invest- 
ment and rationing of essential consumption goods may prove necessary. Such 
measures are frequently diffcult to institute for administrative and _ political 
reasons. Emergency situations, however, require emergency measures and it 
appears imperative to try to call a halt to inflation in the world. 


The scarcity of food is of strategic importance in the general rise of prices 
because the repercussions of increases in food prices are considerably different 
from those of increases in non-food prices. One reason is that a rise in food 
prices affects the largest part of the expenditures of consumers in the lower 
income groups, especially of workers, and thus results in demands for wage 
increases and subsequent additional price increases. Another reason is that a 
rise in non-food prices tends directly to raise industrial and commercial profits 
of which a considerable proportion is saved. A rise in food prices, however, 
tends to increase the incomes of farmers who usually spend a larger propor- 
tion of their incomes than would be spent out of business profits. This spending 
in turn exerts pressure on prices in the non-food sector of the economy and 

ds to increase profits there. The result is that in the case of food shortages 
leading to a rise in food prices a greater rise in cost of living and a greater 
fall in real wages is necessary in order to generate the same, amount of savings 
than in the case of other shortages. A part of the increase in food prices may 
swell the profits of intermediaries rather than the income of farmers; however, 
once inflation is in full swing, the profit of intermediaries are not likely to 
contribute to the required savings, since they are likely to be invested in the 
hoarding of essential goods. 


Another feature of the rise in food prices is that it cannot be properly dealt 
with by monetary measures designed to control general inflation. Although 
unbalanced budgets are a major factor in the general inflation in most coun- 
tries, it must be noted that a budget balanced out of taxes on higher incomes 
would not materially reduce the pressure on food. The conditions of demand 
and supply for food would not be significantly changed by such taxes because 
the higher income groups are not likely to reduce their consumption of essential 
foodstuffs as a result of the increased taxes. Increased income taxes may, how- 
- ever, make some contribution to the food problem by facilitating the financing 
of additional food imports either by releasing domestic goods for export or by 
reducing imports of non-essential goods. 


The curtailing of investment, public and private, would not reduce the 
pressure against the available food supply-unless the labour and resources 
released could be shifted to the production of food or exportable goods in 
exchange for which imports of food could be obtained. Where this is not the 
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case, inflationary pressures on food would be reduced by the curtailment of 
investment only as a result of a reduction of the effective demand of the 
working population through unemployment. L 

The inflationary effects of food shortages can thus properly be dealt with 
only by a tight system of food allocations and controls which not only limit 
the prices of foodstuffs but ensure an equitable distribution of existing food 
supplies. Such a system, however, requires that the total supply of essential 
food is secured at fixed prices through governmental agencies. Most countries 
found that for various administrative and political reasons only part of the 
supplies could be secured in this manner while the rest appeared on the free 
market or leaked through to the black market. However, even such inadequate 
operation of food controls provides some protection to the lower income groups 
because the rations constitute a larger proportion of their consumption than 
in the case of the upper income groups; it cannot, however, solve the problem 
of inflationary impacts of food shortages. 

Both the devastated and the under-developed countries are subject to in- 
flationary pressures and the food shortage has an important bearing on the 
pressures in both cases.’ 

The inflationary pressure in devastated Europe is due mainly to the tendency 
to consume a higher proportion of national income than before the war. This 
tendency results from the decline in per capita real income, especially as meas- 
ured in terms of essential consumer goods. At the same time, the requirements 
for savings are higher in relation to national incomes than before the war and 
the rate of investment, public and private, is in most cases higher in relation 
to the aggregate income. In spite of larger capital imports from abroad (net 
imports of goods and services) the portion of investment to be financed by 
domestic resources is higher in relation to national income than the pre-war 
rate. Since taxation is in many instances hardly adequate to cover the ad- 
ministrative budget, it does not in general contribute to meeting the required 
investment expenditure. Hence the requirements for private domestic savings 
are higher in relation to national income than before the war. 

As food is very scarce in Europe, food prices have tended to increase very 
sharply and to reinforce the general inflation in the manner indicated above. 
Several countries have introduced monetary reforms designed to eliminate a 
large part of the liquid funds accumulated during the war and in this way 
to curtail effective demand. Attempts have also been made, albeit with varying 
degrees of success, to reduce the budget deficit. Only a few countries have been 
able to introduce a really effective system of rationing and thus to prevent or 
check the inflation in the price of necessities. 

As reconstruction proceeds in devastated Europe it can be assumed that 
food scarcities will gradually decrease and that the inflationary pressure will in 
turn diminish. 

The under-developed countries have not escaped the inflationary pressures 
of the war and post-war periods. In Latin America the inflationary pressure 
during the war resulted primarily from a large increase in exports which was 
not balanced by an increase in imports, but military expenditures by the United 
States in connexion with the war, governmental expenditures for development 
projects, investment by foreign companies in export industries, and residential 
building booms also contributed to the pressure. In India, the initial rise in 


*For more detailed discussion see part II of this report. 


26 


demand during the war was largely owing to budget deficits and to Allied 
military expenditures. 


A contributing factor to the continuation of the inflationary pressure in the 
under-developed countries after the war is the pent-up demand for invest- 
ment and consumption goods, supported by a large volume of liquid savings 
accumulated during the war. A second factor in most countries concerned is 
the large government deficit caused in part by expenditure for development 
far in excess of pre-war levels. 


The problems faced by under-developed countries in carrying out their 
plans for development bear a certain resemblance to those faced by indus- 
trialized countries where heavy war destruction of capital equipment can be 
overcome only by heavy capital formation. A large proportion of the population 
lives on a subsistence level and as the higher income classes also tend to con- 
sume a fairly large proportion of their income, projects for development that 
are financed by domestic means would tend to create inflation. Indeed, in 
such circumstances a very large increase in the production of consumption 
goods is required to meet the demand generated by development expenditures 
without causing inflationary pressure. Such an increase, however, is difficult 
to achieve in the short run, especially in the case of food. 

To counteract the rise in food prices, the under-developed countries will 
need to give special attention in their development plans to an increase in food 
supplies. An early expansion of food production, however, is bound to en- 
counter considerable difficulties because it involves social, economic, political, 
and legal problems which usually take a long time to solve. 

Since food rationing is difficult to achieve in most under-developed coun- 
tries, food imports may be necessary, at least in the first stages of development, 

~~ particularly in the densely populated countries. To some extent these addi- 
tional food imports could be financed through a reduction of non-essential 
imports, but an expansion of exports is likely to be necessary and, ‘as has 
already been indicated, income taxes may be of help in both these respects. 
An expansion of exports presupposes, however, not only that the goods will 
be available for export but that other countries will be willing to expand their 
imports of these goods. Any remaining deficit on current account would then 
have to be financed through mobilization of private holdings of gold, foreign 
exchange and other foreign assets, through the use of accumulated official gold 
and foreign exchange, or through foreign loans. 

Should an under-developed country find all these means insufficient to main- 
tain the desired pace of development and simultaneously to secure the neces- 
sary food supplies, it would then be faced with the problem of choosing 
between imports of food and imports of industrial equipment, or a choice, in 
other words, between a reduced rate of development and inflation. The degree 
to which this type of problem is likely to arise will depend on the extent to 
which a country is able to use control devices for distributing its food supplies 
equitably among its people. 

Even in the “surplus” and food exporting countries, the rise in food prices, 
especially where war-time price controls were removed, resulted in inflationary 
pressures which do not yet appear to have reached the peak.’ 

1¥For more detailed discussion of economic conditions in Australia, Canada, the United 
States of America, and New Zealand, see part II of the report. 
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The United States, which is the most important “surplus” country, has 
maintained almost full employment since the war, and in some sectors now 
experiences significant inflationary pressures. The factors contributing to the 
high level of demand in the United States in the post-war period are (1) the 
high consumption of durable goods and business investment in plant and 
equipment and residential construction, resulting from the release of pent- 
up demand; these expenditures were limited mainly by supply conditions ; 
(2) large net exports resulting from the urgent needs of foreign countries and 
financed in large part by loans granted by the United States Government; and 
(3) the rise in inventories, which had been low in relation to sales, to ievels 
approximating the pre-war relationships. 


Following economic decontrol in the middle of 1946 there was a con- 
siderable rise in profit margins on manufactured goods and a sharp rise in 
food prices. The rise in the cost of living contributed to the demand for 
increased wage rates and these, in turn, contributed to a further rise in prices. 
Average hourly earnings in manufacturing increased by sixteen per cent from 
June 1946 to October 1947, as compared with a rise of forty-one per cent in 
the wholesale prices of manufactured products and eighteen per cent in con- 
sumer prices. The tendency to restrict consumption of non-durable goods and 
services, resulting from the shift in the distribution of income, was offset by 
the increased expenditure on durable goods which was made possible by the 
improving supply position. 


Since present indications are that United States food production in 1948 
may fall below the 1947 output, the inflationary pressures may become even 
more pronounced in 1948 if full employment is maintained and food exports 
remain at the 1947 level. In his economic report to Congress, the President of 
the United States stated on 14 January 1948 that unless “well considered 
regulatory measures” are devised “we stand in great danger that runaway 
prices, over-extended credit and unbalanced developments will lead to an 
economic recession. We cannot be sure that such a recession would not be 
severe and recovery slow and painful”. He then went on to list the following 
three economic objectives for 1948: “The first objective for 1948 must be to 
halt the inflationary trend. . . . Our second main objective for 1948 should 
be to maintain maximum employment, achieve maximum production and 
adjust the price-income structure so as to stop the inflationary spiral without 
production cutbacks or extensive unemployment. . . . Our third main objective 
for 1948 should be to establish firmer foundations for the long-range growth 
and prosperity of our economy in the years ahead.” 


The post-war trends in other surplus countries such as Canada, Australia 
and New Zealand were in many ways similar to those in the United States. 
However, in Australia and New Zealand rationing and price control have 
been continued to date, with the result that the cost of living increased very 
much less in those countries than in the United States and Canada. The eco- 
nomic situation in all three countries is also considerably affected by exports 
to the United States and is thus dependent directly on the latter’s continued 
prosperity. 
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. THE FIELD OF INTERNATIONAL ACTION 


The United Nations, the several specialized agencies,’ and the Member 
Governments are continually engaged in national as well as international action 
relating to the economic problems discussed above. 

The exceptionally high world demand for goods in 1947 was the result of 
the needs of reconstruction in war-devastated countries, of economic develop- 
ment of under-developed countries, and of the release of the pressure for all 
kinds of goods which was pent up during the war. At the same time the actual 
world supply of most goods was considerably less in 1947 than a decade earlier. 
The pressure of this demand against the available supply was aggravated by 
the fact that it was less evenly distributed throughout the world than before 
the war. In this situation inflation and inflationary pressures have become 
almost universal, but are most intense in the devasted and in the under- 
developed countries. 


Co-ordinated national and international actions are required which take 
into account the factors limiting the volume of production in the world. 
Although these factors may be different in different countries, they tend 
primarily, to be those limiting the production of food and of fuel. Actions 
that would result in increased production of fuel and its distribution to the 
countries where it is most needed would go far to improve the production of 
most other urgently required goods in the world. But if there may be said to 
be one area of economic activity in which action is more needed than in others, 
it is the area involving the production and distribution of food. For some years 
to come, at least, a shortage of food in the world is likely to constitute a serious 
obstacle to economic recovery from war destruction and to economic develop- 
ment of under-developed countries, unless actions can be devised which will 
-~ facilitate increased production of food as quickly as possible and will ensure 

a better distribution of the food available now, both within and among all 
countries. 


The bulk of the human, natural and financial resources that will be required 
for an increased volume of production in any country, must necessarily come 
from that country itself. In the war-devastated and in the least developed coun- 
tries, however, foreign financing and foreign goods are bound to play an im- 
portant part in speeding reconstruction and in promoting economic develop- 
ment. In this connexion it may be of interest to note that the Sub-Commission 
on Economic Development, in its first report to the Economic and Employ- 
ment Commission, dated 18 December 1947, pointed out that: “If economic 
development is to progress more rapidly during the next few years, then a 
larger and better regulated flow of foreign funds than is currently available 
will have to be promoted by and through international agencies working within 
the framework of the United Nations.’” Co-ordinated national and interna- 
tional action could thus facilitate and accelerate the flow of goods and services 
from surplus countries to those which urgently require them to rehabilitate, 
reconstruct, or develop their own production in a manner that would permit 
the most effective utilization of their resources and so fit them into an “expand- 
ing and integrated world economy”. 


1¥For detailed statements see part IV of this report. 
2? Document E/CN.1/47, part VI, paragraph 4. 
\ 
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The Sub-Commission quoted above also suggested that the “lending coun- 
tries assume the special responsibility and take measures to the end that goods 
are available for export and that they are available at reasonable and fair 
prices. Borrowing countries have the responsibility of ensuring that the pro- 
ceeds of foreign borrowing are actually used for the purpose of importing the 
goods” for which the foreign financing was intended. Concerted national 
actions designed to keep down prices of goods entering into foreign trade 
would tend to reduce the cumulative international inflationary effect of high 
prices. 

Both in the interest of promoting “higher standards of living, full employ- 
ment and conditions of social progress and economic development” as well as 
in the interest of creating and maintaining world economic conditions which 
would permit the eventual and orderly repayment of international loans that 
may now be extended for the purpose of promoting economic reconstruction 
and development, it is essential that national and international action be con- 
sidered now, when levels of employment are high in almost all parts of the 
- world, so as to ensure that high levels of employment and economic activity are 
maintained if it should prove that the factors underlying the existing high levels 
are 1mpermanent. 


* Document E/CN.1/47, part VI, paragraph 17. 
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PART II : > 


REGIONAL ECONOMIC CONDITIONS 


Chapter 1 


THE AMERICAS 
I. THE UNITED STATES 


THE Suppiy SriruATION 


The United States came out of the war with a phenomenal increase in pro- 
ductive capacity. The rise of agricultural and industrial production was asso- 
ciated with an expansion of power, trade, transportation, and other sectors of 
the economy. About sixty million people, serving a large and still increasing 
productive machinery, turned out record amounts of goods and services. 
AGRICULTURAL PRODUCTION 


é 
By 1944, agricultural production, both of crops and livestock, had risen in 
response to war-time needs by more than one-third above the pre-war level. 
This peak over-all level was maintained in 1947 but there was some shift 
from livestock production to crops. 
Table 1 


INDEX OF VOLUME OF FARM PRODUCTION IN THE UNITED StaTEs, 1944-47 
(1935-39 = 100) 


Total farm Crops Food 

production Allcrops Food crops livestock 
EOE 2 eee oe ee ee 136 128 129 141 
UGE LAP Re RE Se ene ore 133 122 129 141 
SE ee ES Sere ae eae 136 135 144 138 
Ee Seti ft eee are een 136 136 148 138 


Source: United States Department of Agriculture, The National Food Situation, July 

to September 1947; The Farm Income Situation, August to September 1947. 
—~  & Preliminary. 

This increase in output was accomplished in the face of a decline of agri- 
cultural employment. There were only 8.3 million agricultural employees in 
1946, as against 9.5 million in 1939. Output was raised by extending, by 
almost ten per cent, the acreage of cultivated land, by almost doubling the 
consumption of fertilizer, by increasing the use of farm machinery,’ by im- 
proving cultivation methods and selection of seed, and also by exceptionally 
good weather. 

The table below shows the increase in production, acreage and yield for 
corn, wheat and oats from 1939 to 1947. 

Table 2 


PRODUCTION, ACREAGE AND YIELD OF CORN, WHEAT AND OATS 
IN THE UNITED StTaTEs, 1939-47 
Volume of Harvested Yield per 


production acreage acre 
(Millions (Millions 
Corn: of bushels) of acres) (Bushels) 
PS PM eer res ocs Gi 8 Sele. oie ob sie Go. ce 2,581 88.3 292 
ey rk ee seco cye Ao sors «nie wie > + 2 OG 3,287 88.7 Suk 
OES op lr Shes os So eee 2,459 84.3 29.2 
Average 1939-46 2... eet ewe eee oe 90.2 a24 


1The number of tractors on the farms rose from 1.4 million in 1939 to 2.6. million 
in 1946. The total number of motor trucks increased from 1 million to 1.5 million. 
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Table 2 (continued) 
Volume of | Harvested Yield per 
production acreage acre 
(Millions (Millions 
of bushels) of acres) (Bushels) 


Wheat: 
LOSE Bee) eee eta ee Se tiee hen es 741 el, 14.1 
(ps yey a ay nel pr ba Pera he te erie marth 1,156 67.2 172 
1S Sp Sabon ah Sb sie ea Coe aed a cay Ro 1,407 73.9 19.0 
PNVEL AVE, AI S0-408 wa ties Meet ee ae ae 958 56.5 16.9 
Oats: 
ROS Oe mie at ee es ood A aoe'e Bate 958 33.5 28.6 
LOAGH Hed, tsbntle: Rak. wep de. dust are 1,510 43.6 34.6 
LGA) mete Ae stat h betes Olle tyGhiaae’a Gta feted Smt 1,232 38.8 Sled 
Averages] 939-4650 u aaah. PA. fl. Dente oenle 1,260 38.4 pad 


Source: United States Department of Agriculture, Annual Report of the Bureau of 
Agricultural Economics and Crop Production, 1 October 1947. 

The number of cattle reached 82.4 million head in 1944, as against 66 
million in 1939. In 1945, however, it began to decline and in 1946 it had 
dropped to 79.8 million. The decrease was largely owing to the unfavourable 
relationship which had developed between meat prices and the cost of feed, 
but in part it was also affected by a fear, which has thus far proved un- 
founded, that the livestock population was excessive in terms of post-war 
needs. The change in the hog population was similar to that of cattle; from 
50 million in 1939, the number of hogs rose to 83.8 million in 1944, but it 
declined to 62.3 million in 1946. 


INDUSTRIAL PRODUCTION 


The increase in industrial production was considerably greater than that 
in agricultural production. In 1947, total industrial production was seventy 
per cent higher than in 1939. This volume was, however, considerably below 
the peak which had been attained during the war, because much of the war 
plant and equipment could not be converted to peace-time use, and industrial 
employment and hours of work declined. 


Table 3 
INDEX OF INDUSTRIAL PRODUCTION IN THE UNITED STATES 
1939—third quarter 19472 
(1935-39 = 100) 


Total industrial Manufactures 
production Durable Non-durable Minerals 

UO SOME Recis dea! os Bde 109 109 109 106 
AME cece Fie eis Ste a « aaa 235 353 171 140 
Loe ert Le es, ovr 203 274 166 137 
Dey ese Cre aed oda a6 6 4 170 192 165 134 
1947: 

Prretq@atterens,. -<'. i: 189 223 176 147 

mecond quarter wat... i, 185 221 169 148 

a bird tquarter ay .a\.<: 181 211 168 148 


Source: Board of Governors of the Federal Reserve System. 
8 Monthly average; adjusted for seasonal variation. 
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The production of the durable goods industries in the third quarter of 1947 
was almost double that of pre-war production. This result was achieved despite 
the difficult problems of reconversion with which many of the industries were 
faced. Even this large volume of production was, however, insufficient to satisfy 
the demand, and many items, particularly automobiles and refrigerators, were 
in short supply. Various bottle-necks, of which the most important was the 
shortage of steel, prevented the production of durable goods from growing 
more rapidly. The production of steel, while much higher than before the war, 


was still insufficient to meet the enormous requirements of the durable goods 
industries. 


The non-durable goods industries were much less affected by the war and 
by reconversion than the durable goods industries. In contrast to durable 
goods, whose production was limited mainly by supply conditions during the 
post-war period, the output of manufactured non-durable goods was limited 
mainly by demand. The output in the first quarter of 1947 was sixty-one per 
cent higher than in 1939, or about the same as in 1943. It declined slowly | 
through July-1947, but it has since recovered to the level of the first quarter. 


Tue DEMAND SITUATION 


To examine the sources of the post-war demand for this record output it is 
useful to divide the post-war period into two parts: before and after decontrol. 


THE POST-WAR PERIOD BEFORE DECONTROL 


The impact of the Japanese surrender came too soon after V-E Day to 
permit much change in the pattern of the war economy; major economic 
“adjustments therefore did not take place until the last five months of 1945. 
Immediately after V-J Day, many war-time controls over man-power, pro- 
duction and distribution were abandoned. Wage controls were revised to permit 
collective bargaining and increases in wages, provided such increases did not 
endanger price ceilings. 


Major declines in production occurred about two months after V-J Day, 
mainly in the munitions industries. The reconversion recession in 1945 was in 
part offset by expansion in industries formerly hampered by short supplies and 
inadequate labour supply, and by reconversion activities in a large number 
of plants. Although employment in the durable goods industries declined by 
‘over two million, and about 1.5 million persons were released from the armed 
forces, unemployment increased only by about half a million because of the 
withdrawal, from the labour market, of many persons who had been drawn 
into the labour force during the war. 


The total labour force continued to decline through the second quarter of 
~ 1946, as additional people withdrew from the labour market and some newly 
demobilized veterans took vacations or went to school. The civilian labour 
force began to expand, however, with the entry of many veterans into the 
labour market. Despite the cut in war production, unemployment increased 
less than did the civilian labour force because total private employment rose. 
Part of the increase in private employment resulted from the drop in average 
hours worked per week. 
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Table 4 


DISTRIBUTION OF THE LABOUR FORCE IN THE UnITED STATES 
July 1945—second quarter 1946 
July 1945 October 1945 Second quarter 1946 


(Millions) 

‘otal labour forces. 4. ha6 ee Geared 67.5 63.8 60.7 
Armediforces eine eae oes ke 12.1 10.6 Sz 
Civilian labour force............ 55.4 53.2 S75 ; 

Employed: 

Government? < hoo. or ean aes 6.0 5.8 el 
Private non-agricultural ........ 38.5 37.0 40.4 
PAOTiCUlCUralams tor certs ene s cree - of, 8.8 9.0 
Unemployed tice. eee eee ces 1.0 1.6 2.4 


Source: United States Department of Commerce. 


The most important factor in maintaining employment, however, was the 
high level of gross national product.’ 


Table 5 


NATURE OF DEMAND FOR THE NATIONAL PRODUCT IN THE UNITED STATES 
Second quarter 1945—-second quarter 1946 


Second Fourth Second 
quarter 1945 quarter 1945 quarter 1946 
(1,000 millions of U.S. dollars) 
Government expenditures on goods 


and services: 


BRIV Ate DROCUCEs gate eansit ahs. aia Sow 25.0 9.8 
WWiatest AmCaSalaries ain... cokys hicye ic ais 36.7 19 20.5 
96.4 oP 30.3 
DNCLRCKDOLISS ee ee ee ete cae —2.6 1.5 6.1 
Consumption of durable goods.......... 74 9.5 13.9 
Residential construction . ... ¢.<.<3.«msoa 0.6 T.2 3.4 
Business investment in fixed capital...... 8.5 11.8 16.9 
Consumption of non-durable goods 
ANC SEPVICES A To rds near a eR S 111:3 118.5 124.4 
Increase in: mventories crc \ aici eee: -1.5 —0.8 2.0 
Gross national product................. 220.2 197.1 197.0 


Source: United States Department of Commerce. 

® Annual rate; adjusted for seasonal variation. 

» Includes supplements to wages and salaries. 

© Some of the increase in net exports in 1946 is apparent, rather than real, since Lend- 
Lease operations had been included, during the war, under government expenditures. 


It would normally be expected that the decrease in government expenditure 
evidenced in table 5, especially in private production, would lead to a sub- 


stantial fall in gross national product. The increase in private expenditure, 
however, offset the fall to a considerable extent. 


*In part, employment was also sustained by the work involved in clearing out war 


equipment and adjusting plants to peace-time production. To the extent to which this 
work was charged to cost, it does not appear in the gross national product. 
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The supply situation was improving in 1946, as is evidenced by the sub- 
stantial increase in the expenditure on consumer’s and producer’s durable 
goods and on accumulation of inventories. The demand for these items was 
nevertheless considerably in excess of supply. For consumer durable goods the 
large demand normally associated with high levels of income was reinforced by 
the accumulated pent-up demand for goods whose production had been 
eliminated or sharply curtailed during the war. The increase in business 
investment in fixed capital reflected both the need to reconvert war plants 
and equipment to peace-time production and the pent-up demand for new 
plant and equipment which could not be satisfied during the war. The 
increase in inventory accumulation reflected the increase in output and sales 
and the need to build up inventories from their war-time lows to levels bearing 
more nearly normal relationship to sales. Supply conditions, however kept 
inventories well below the levels, in relation to sales, that would normally be 
expected, and even by the second quarter of 1947 they were not yet “normal” 
in Many Instances, 


The high level of net exports resulted from the urgent post-war needs of 
foreign countries for imports and their difficulties in expanding exports. Thus 
total exports of United States merchandise (including Lend-Lease and 
UNRRA shipments), rose from 3.4 per cent of the gross national product in 
1939, to 4.9 per cent in the second quarter of 1946. Imports, on the other 
hand, fell from 2.7 per cent of the gross national product in 1939, to 2.3 per 
cent in the second quarter of 1946. The large volume of net exports was 
made possible through government aid, and thus depended ultimately on 
policies of the United States Government with regard to assistance to foreign 


_-countries.” 


In contrast to the preceding factors, the increase in the level of personal con- 
sumption expenditures on non-durable goods and services, which was an 
important brake on the fall in gross national product, was limited mainly by 
private demand. The demand for these items rose, both because of a rise in 
disposable income of individuals and because of a rise in the relation of con- 
sumption to disposable income. 


1¥For additional detail with regard to United States exports, see part I. 

Since the end of the war, the United States Government has furnished aid to many 
foreign governments, totalling $13,400 million in various loans and grants from 1 July 
1945 to 30 September 1947. Of the total, $7,900 million was in the form of cash and 
property credits, while $5,500 million was in the form of grants for which no repayment 
is to be made, or for which the question of repayment remains unsettled. During the 
first nine months of 1947, this aid amounted to $5,500 million, of which loan pro- 
grammes provided $3,900 million, including $2,750 million of the British loan, and 
grant programmes provided $1,600 million. 

At the end of September 1947, the amount available under foreign programmes of 
the United States, but not yet disbursed, amounted to $3,200 million, including $400 
million on the British loan. If this unexpended balance is added to the post-war aid 
already utilized, the total foreign aid extended by the United States amounted to $16,600 
million on 1 October 1947. 

In December 1947, the United States adopted an additional foreign aid programme 
of more than $500 million. 
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Table 6 


GROSS NATIONAL PRODUCT AND DISPOSABLE INCOME IN THE UNITED STATES 
Second quarter 1945—second quarter 1946% 


Second Fourth Second 
quarter 1945 quarter 1945 quarter 1946 
(1,000 millions of U.S. dollars) 


Gross ‘national product... oii. 20.6088 220.2 197.1 197.0 
Less: 
Profits before taxes adjusted for inven- 
LOryevalation wi). tiainaeet ek, EE, 24.2 13.0 17.2 
Plus: 


Government transfer payments inclusive 


of net interest paid by government. . i, 14.0 15.6 

Dradends Wisse S60) cee Oe. tea 8 4.7 4.9 5.4 
Less: 

Other: tems yee. Sets ols Pee 34.3 34.7 28.4 
Bérsonal incomes 74oa3¢ .904.ice7 2 ini 174.1 168.3 1725 
Less: 

Personal tax and non-tax payments.... 21.2 20.3 18.7 
Disposable income .............00000: 152.9 148.1 153.8 
Disposable income as per cent of gross na- (Per cent) 

Pi AL KOCUGE Sa aii adhe ticks obs, « 69.4 75.1 78.1 


Source: United States Department of Commerce. 

8 Annual rate; adjusted for seasonal variation. 

b Sum of (1) capital consumption allowance, (2) indirect business tax and non-tax 
liability, (3) contributions for social insurance, (4) excess of wage accruals over dis- 
bursement, and (5) statistical discrepancy, minus (6) the difference between subsidies 
and current surplus of government. 


Table 7 
DISPOSABLE INCOME AND PERSONAL CONSUMPTION EXPENDITURES 
IN THE UNITED STATES 
1940—second quarter 1946 


Second Fourth Second 
1940 1944 quarter 1945 quarter 1945 quarter 1946 
(1,000 millions of U.S. dollars) 


Disposable income ........ 75.7 146.0 152.9 148.1 153.8 
Personal consumption ..... (211104 118.8 1209 138.2 
Durable goods 2.09% cue? £ON 4.6.8 74 35 13.9 
Non-durable goods and 

SEI MICES (indiact nf Mat axectaets Oton Os lit. 118.5 124.4 
Non-durable goods and serv- (per cent) 

ices as per cent of dispos- 

ADIEMNCOME. writline TOGEE 84.8 70.9 72.8 80.0 80.8 


Source: United States Department of Commerce. ' 

4 Annual rate; adjusted for seasonal variation. The estimates of the ratio of expendi- 
ture to income must be taken with some caution because of the great variation from 
period to period in the statistical discrepancy between the estimates of the gross 
national product on the expenditure side and on the income side. 
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As can be seen from table 6, the increase in government transfer payments 
represented by discharge benefits to veterans, and the reduction of Federal 
income taxes, considerably raised the level of disposable income in relation 
to the gross national product. Moreover, expenditure on non-durable goods 


and services rose towards the pre-war level in relation to disposable income 
(see table 7). 


During 1945 and through the second quarter of 1946 there was comparative 
stability in the wholesale price index, with a moderately rising trend in the 
second quarter of 1946. However, the pressure on the price structure con- 
tinued unabated. During the first and second quarters of 1946, the rise in the 
wholesale price index was partly due to increases which were granted to pro- 
ducers of primary products which, in turn, necessitated increases in the prices 
of finished goods. It was also due to the Executive Order of 14 February 1946 
which allowed some wage increases even though prices advanced as a result. 
These wage increases only partially affected the decline in take-home pay 
resulting from reductions in overtime, declines in piece-work earnings and the 
shift of workers from highly paid war-time to lower paid peace-time jobs. 


Table 8 


INDEX OF WHOLESALE PRICES IN THE UNITED STATES 
Second quarter 1945—-second quarter 1946 


(1926 = 100) 
Second Fourth Second 
quarter 1945 quarter 1945 quarter 1946 
All commodities ......... 105.9 . 106.6 110.0 
Manufactured products .. 101.8 102.2 106.3 
RAw materials ass. os.5's. 117.6 118.2 124.0 
Farm_products: ., . «04°. 129.8 130.0 137.7 
BOOS SIR. UY Ate se tee 106.8 107.4 111.7 


Source: United States Department of Labor. 


The consumer’s price index rose slowly through most of 1945 but began to 
rise somewhat more rapidly in the first half of 1946. 


Table 9 


INDEX OF CONSUMERS’ PRICES IN THE UNITED STATES 
Second quarter 1945—second quarter 1946 


(1935-39 = 100) 


Second Fourth Second 

quarter 1945 quarter 1945 quarter 1946 
PAI ETEETINS mrey tees cre toy sete Koss) Shs 28a 129.4 132.0 
1SCevave by aneg ao ceyek ora 138.8 140.3 143.3 
ENG ee ea eet nin) 0 9 «si 144.7 148.9 155.8 
House furnishings ........ 145.4 147.6 15300 


Source: United States Department of Labor. 
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THE PERIOD SINCE DECONTROL 


During the period from decontrol through the second quarter of 1947, 
important changes took place in the components of gross national product. 
Some of these changes were due to decontrol, e.g., to the increases in food 
prices and in profit margins, and some were due to the changing supply 
situation with respect to consumers durable goods and business investment. 
These shifts in the components of gross national product, however, took place 
in such a way as to maintain full employment. 


Table 10 
DISTRIBUTION OF THE LABOUR FORCE IN THE UNITED STATES 
Second Fourth Second 
quarter 1946 quarter 1946 quarter 1947 
(Millions) 
Total labour force ..... Rear Pat Seer 60.7 60.8 61.8 
PAEIMC CAL OLCES 8 yas ch nat iiahe Paustida tien a2 2.0 1.1 
Pe Lotal civilian labour force..: ...2<«t 57.5 58.8 60.7 
Employed: 
GovernimMente as case cosa ee eae os Dad 5.6 5.4 
Private non-agricultural ........... 40.4 43.3 43.9 
PROTIGUIVERALS N, Biio ine Soule Wats eae 9.0 fe) ol 
Prcmaployed fees 62 1h tae celte ene Ze 2.0 Zo 


Source: United States Department of Commerce. 


The total labour force remained at about the same level through the end 
of 1946, indicating that the major adjustment in the labour force to peace-time 
conditions had already ended. The total civilian labour force was increasing 
through the last quarter of 1946, and by June 1947 it reached 62.6 millions. 


Nevertheless, unemployment remained at about the level prevailing prior to 
decontrol. 


Table 11 
NATURE OF DEMAND FOR THE GROSS NATIONAL PRODUCT IN THE UNITED STATES® 
Second Fourth First 
‘quarter 1946 quarter 1946 half 1947 
Government expenditures on goods (1,000 millions of U.S. dollars) 
and services: 
iivatenproduct? may... on ane eee cree 9.8 9.1 9:9 
Wasesandsalaries \ 08s asc es. 20.5 19.1 17.6 
30.3 28.2 2123 
INC ERG DONSH acai). featunn tT. cx anet. syn ce incrores 6.1 ous 9.4 
Consumption of durable goods.......... 13.9 18.2 18.8 
Restdentialoconstruction, 65. sac. 46 ake s 5.4 oo 4.3 
Business investment in fixed capital....... 16.9 21.0 22.9 
Consumption of non-durable goods and 
TEURGIOESS epee Mien ie eine ll ers tna itor 124.4 136.7 141.1 
PRCTE Ase AN VENtOTICS |~....1.0.'s, felacan seit 2.0 ee 2.1 
Gross National Products ....:cc ac «ammeyy Hees 197.0 218.6 226.1 


Source: United States Department of Commerce. 
® Annual rate; adjusted for seasonal variation. 
» Includes supplements to wages and salaries. 
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The gross national product, after having dropped to $197,000 million 
(annual rate) in the second quarter of 1946, climbed to $218,700 million in 
the fourth quarter and reached $226,000 million at the end of the second 
quarter of 1947. Much of this increase can be accounted for by the continued 
increase in prices, but there were some increases in the volume of consumers 
and producers durable goods. 


From the second quarter of 1946 through the first half of 1947, the three 
principal increases in expenditures took place in durable consumer goods, in 
business investment in fixed capital, and in net exports. As in the preceding 
period, the first two items were limited mainly by the supply situation, because 
the tremendous backlog of demand for consumer and producer durable goods 
had still not been fully satisfied. The increase in net exports roughly offset 
the fall in government expenditure on goods and services in relation to gross 
national product. It resulted primarily from the large increase in United States 
exports of goods in relation to the gross national product. Thus total exports 
of United States merchandise, including Lend-Lease and UNRRA shipments, 
rose from 4.9 per cent of the gross national product in the second quarter of 
1946 to 6.6 per cent in the first half of 1947. Imports of goods, on the other 
hand, rose only from 2.3 per cent of the gross national product in the second 
quarter of 1946 to 2.5 per cent in the first half of 1947. 


As a result of the rise in prices following decontrol, there was an increase 
in profits and some decrease in disposable income in relation to the gross na- 
tional product (see table 12). 


Table 12 
Gross NATIONAL PRODUCT AND DISPOSABLE INCOME IN THE UNITED STATES 
Second quarter 1946—first half 19478 


Second Fourth First 
quarter 1946 quarter $46 __ half 1947 
(1,000 millions of U.S. dollars) 


~ Gross national PHOCUCE tate wc at ce cate ae 197.0 218.6 226.1 
Less: 
Profits before tax, after adjustment for in- 
wemtery evaluation ®. 2.00% 2 ie. foe. 7.2 18.8 22.8 
Plus: 
Government transfer payments, inclusive of 
net interest paid by the government...... 15.6 14.3 14.7 
ACIS Gey Range iiiane Sealed agirszele) «0 otsluns o4 ape) 6.3 


@ Annual rate; adjusted for seasonal variation. 
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Table ]2 (continued) 
Second Fourth First 
quarter 1946 quarter 1946 half 1947 
(1,000 millions of U.S. dollars) 


Less: 

Others tenis’ 0% ssa oaaeins a aye ae 28.4 o2.0 32.7 
PersOnial INCOME tae Satie ee ois aioe o> 1724 187.5 191.6 = 
Less: 

Personal tax and non-tax payments....... 18.7 19.3 Pa 
Disposable UICOME 65 fees cms gat cles ie eum 153.7 168.0 170.3 
Disposable income as per cent of gross na- (Per cent) 

PLOT LOCUCE. « aaann ct busied eioth eerie aulerke 78.0 76.8 75.3 


Source: United States Department of Commerce. 

bSum of (1) capital consumption allowances, (2) indirect business tax and non-tax 
liability, (3) contributions for social insurance, (4) excess of wage accruals over dis- 
bursements, and (5) statistical discrepancy, minus (6) the difference between subsidies 
and current surplus of government. 


Nevertheless, consumer expenditure did not decline in relation to the gross 
national product because expenditure on durable goods rose as a result of the 
improved supply conditions, and expenditure on non-durable goods and 
services rose in relation to disposable income.’ 


Table 13 


PERSONAL CONSUMPTION EXPENDITURE, DISPOSABLE INCOME AND GROSS 
NATIONAL PRODUCT IN THE UNITED STATES 
Second quarter 1946—first half 1947 


Second Fourth First 


quarter 1946 quarter 1946 half 1947 
(Per cent) 

Consumption of non-durable goods and serv- 

ices as per cent of disposable income...... 80.8 81.4 82.8 
Consumption of non-durable goods and serv- 

ices as per cent of gross national product.. 63.2 62.5 62.4 
Consumption of durable goods as per cent of 

gross nationall product ( TR4..2. Jeans aan ol 8.3 8.3 
Total consumption as per cent of gross na- 

PORAIDEOCUCE sy). '. tite eo chess eee eee 70.3 70.8 70.7 


Source: Based on tables 11 and 12. 
® Annual rate; adjusted for seasonal variation. 


; Decontrol also resulted in an increase of farm, relative to non-farm, prices and raised 
farm income in relation to the total. This relative shift in income from the urban to the 
farm population was, however, quite small. (Farm income was 9 per cent of disposable 
income in the second quarter of 1946 and rose to 10.3 per cent in the second quarter 
of 1947.) Despite this shift, the ratio of consumer expenditure on non-durable goods and 
services to disposable income rose slightly, as is shown in table 13. 
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The changes in prices following decontrol, the effects of which on the gross 
national product have just been considered, are shown in the table below. All 
prices increased very rapidly, with wholesale prices rising more steeply than 
retail prices. From the second quarter of 1946 to the second quarter of 1947, 
wholesale prices of manufactured products rose 33.4 per cent and of raw 
materials 28.7 per cent. 

The major increase was registered in food (31.7 per cent) and, especially, in 
meat (55.8 per cent), where the supplies were inelastic. 


Table 14 


INDEX OF CONSUMERS’ PRICES IN THE UNITED STATES 


Second quarter 1946—second quarter 1947 
(1935-39 = 100) 


Second Fourth Second 
quarter 1946 quarter 1946 quarter 1947 

PAUP lessee oh AIT ontce ere 132.0 151.4 156.4 
RHOUNING 2 aeteeh wn Oh Lae 155.8 171.9 185.2 
ORC Mees Weise ass Scent 143.3 184.5 188.7 
Fuel electricity and ices... 110.4 114.9 117.9 
Fiouse furnishings 2.5 603-5 + 153.9 172.2 182.3 
ER EAE eee ea Ate NMS hs Se 108.5 108.8 109.2 
hiscelPancos fos... ens ok chs 127.3 ite ames 13931 


Source: United States Department of Labor. 

@ Includes cost of transportation, medical and personal care, recreation, and household 
operations. 

Part of the increase in food prices was caused by the removal of subsidies 
paid by the Government, but by far the most important reason was the increase 
in domestic demand, resulting from the elimination of rationing, and the 
large foreign demand, resulting from world food shortages. The rise in food 
prices contributed to the demand for increased wage rates and these, in turn, 
contributed to the rise in prices of manufactured goods. In the process, wage 
rates fell behind prices, reversing a trend which prevailed in the initial period 
from V-J Day until decontrol. Average hourly earnings in manufacturing in- 
creased 12 per cent during this period, compared with a rise of 33 per cent in 
the wholesale prices of manufactured products and 18 per cent in consumer 
prices. . 

In the third quarter of 1947, the gross national product rose by about $3,200 
~ million per annum over the second quarter, but the increase in physical pro- 
duction was negligible. Net exports declined about $2,800 million per annum, 
as a result of the world dollar shortage. Small increases in government expendi- 
ture, domestic investment and expenditure on consumer durable goods offset 
this decline. In addition, there was an increase in consumer expenditure on 
non-durable goods and services, of about $3,300 million per annum, which 
lifted the gross national product above the level of the second quarter. This 
increase was associated with a rise in disposable income of individuals, attrib- 
utable mainly to increases in wage rates and the cashing of veterans’ terminal 
leave bonds. The resulting rise in consumption was smaller than might other- 
wise have been expected because the bond cashing came too late in the 
quarter to contribute significantly to expenditure. 
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Table 15 


GROSS NATIONAL PRODUCT AND ITS COMPOSITION IN THE UNITED STATES 
First quarter—third quarter 1947* 


First Second Third 
quarter quarter quarter 
(1,000 millions of U.S. dollars) 


Government expenditure on goods and services..... 214 27.5 28.2 
INGER OOITS hits COs wack Wu Sin ayes Fetes Hbeage tye el aie esl 8.3 10.5 7.7 
Gonsumption of durable goods... 5.708% 6 css seal 18.5 19:2 19:9 
Residential sconstruction: 7. 4.25 <2. ad serg behets ae aol 4.8 
Business investment in fixed capital............... 22:3 23.5 23.6 
Consumption of non-durable goods and services. . . . 139.5 142.8 146.1 
MaVeRCACE BIL INVETILOLICS Sox tie orn aie te apne Go Ae in oe ae Pahl 15 2.0 
SrOSS IAIONAl PIOGMCs cia. e+ aalue @ 4 ye ee eae e 225-4 220M 23250 
Dee posabie AUCOUIC a ye ts manne ene oy absksliotes cacalscilaye oe 16957 170.9 178.7 


Source: United States Department of Commerce. 

a Annual rate; adjusted for seasonal variation. 

Prices continued to rise to the end of 1947. According to the latest data 
available in December 1947, the index of consumer prices rose 3.4 per cent 
from July 1947 to October 1947. This upward pressure on prices is likely to 
continue in 1948, especially in the food sector, if full employment is main- 
tained. This depends on the following factors. 

During 1948 some decline may be expected in the rate of inventory accumu- 
lation as stocks approach “normal” levels in relation to sales in most industries. 
This decline would probably be offset, however, by a rise in expenditure on 
automobiles and residential construction, as the supply position continues to 
improve. 

The key factor in the situation appears to be the level of net exports. The 
Council of Economic Advisers, in its report to the President of the United 
States in October 1947, estimated that “it is unlikely that our export surplus 
(including government foreign assistance’) in the latter part of next year, in 
the absence of a foreign aid program, could exceed an annual rate of 4 to 5 
thousand million dollars, including aid already authorized. This contrasts with 
the 13,000 million dollar rate that prevailed in the second quarter of 1947 
and the estimated current ’* rate of about 10,000 million dollars.’ 

To the extent that the decline in net exports would release materials, the 
short supply of which has thus far hampered production, there would, of 
course, be some offsetting increase in domestic consumption or investment. 
Nevertheless, such a large reduction in net exports would raise many problems. 
Thus the Council states: 

“Such a reduction in the export surplus would take place gradually over 
a number of years, even if a new aid program were authorized. But it would 
have to be telescoped into a very short period in the absence of a new aid 
program. The rapidity of the decline in the latter event would require equally 
rapid adjustments in the domestic economy if maximum employment and 
production were to be maintained. The more rapid adjustment would be 

: In the preceding tables, government foreign assistance was excluded from net exports 
and included in government expenditures. 


* Third quarter, 1947. 
* Report to the President, page 30. 


rapsed, and would probably require special programs, but it could be accom: 
plished. 


Il. CANADA 
PrE-War AND War-TIME DEVELOPMENTS 


In proportion to population, Canada has rich and varied natural resources, 
spread over a wide area. In addition to being a principal supplier in the 
world market of primary products such as wheat, timber and ores, the country 
has a considerable manufacturing capacity. Before the war, Canada accounted 
for only 0.5 per cent of the world’s population, but for 2 per cent of its manu- 
facturing industry and 3.5 per cent of international trade. About a quarter of 
the net national product was normally exported, but certain major industries 

‘ depended almost wholly upon external sales. The news-print industry exports 
about nine-tenths of its product. 

During the Second World War, Canada became a principal source of supply 
of foodstuffs, raw materials and munitions for the Allies. Canadian production 
and export of these supplies was very substantially increased as a result of war 
orders from the United Kingdom, the United States and other Allies. The 
value of farm products exported from Canada during 1945 was nearly four 
times the total exported during 1939, the most spectacular increases being in 
meat and wheat. Equally striking, and perhaps more important in the long 
run, was the development of manufacturing industries. During the war, pro- 
duction became more diversified and more integrated with that of the United 
States. In particular, the shipbuilding, aircraft, automobile, chemical, and iron 
and steel industries were rapidly expanded to meet war demands, with the 
result that the net volume of production in manufacturing industries in 1944 
was estimated to be more than twice that of 1939. In 1944, the volume 
(quantum) of exports, excluding agricultural, vegetable and animal products, 
from Canada was over two and a half times the quantum in 1939. The number 
of people at work increased from 3.7 million in June 1939 to 4.3 million during 
the last few months of the war, of which number, 0.9 million were directly 
engaged in war production. This increase took place simultaneously with the 
engagement of over 0.7 million persons in the armed services. 

From 1940, the net value of manufacturing production exceeded that of 
primary production. 

Table 16 


NET VALUE OF PRODUCTION IN CANADA 
1938, 1940 and 1943 


Secondary? 


Primary Total Manufacturing 
(Millions of Canadian dollars) 
1938 Bae ida ca dee 1,460 1,714 1,428 
hee ee ee eee 1,805 2,261 1,943 
DO reer elntcy a | saraucn es ay 2,481 4,255 3,816 


Source: Department of Trade and Commerce, Canada Year Book. 

@ Besides manufacturing, “secondary” production includes construction, repair, etc. 

The war production programmes in Canada were conducted under a regime 
of strict price and wage controls. In spite of large and continuing budget 
deficits throughout the war years and a doubling of the money supply, the 


* Report to the President, page 30. 
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official cost of living index registered a rise of only fifteen per cent from the 
outbreak of the war until 1945. 

In relation to the population and wealth of the country, the proportion of 
expanded war output which Canada contributed to the Allies was substantial. 
The total surplus on current account in the balance of payments during the 
years 1940 to 1945, inclusive, was $5,688 million.’ Of this total, $3,388 million 
represented mutual aid; $950 million, net loans and advances by the Canadian 
Government to the Government of the United Kingdom and other countries; 
and $133 million, contributions to the United Nations Relief and Rehabilita- 
tion Administration (UNRRA) and other official relief agencies. In addition, 
Canada acquired large resources in gold and United States dollars through 
the sale of securities, as well as through heavy exports to the United States 
after 1941. 

The external economic relations of Canada had undergone, by the end of 
the war, a significant change from the pre-war pattern. Imports had doubled 
in value but exports had quadrupled. Official gold and United States dollar 
holdings at the end of 1945 amounted to $1,508 million as against $393 
million at the outbreak of the war in 1939. The indebtedness of other govern- 
ments to the Canadian Government, which was negligible in 1939, had risen 
to nearly $1,400 million at the end of 1945. The geographical distribution of 
foreign investments in Canada had undergone an important change: United 
States holdings of Canadian securities had increased by nearly $500 million, 
while nearly $1,000 million of Canadian securities previously in British hands 
had been repatriated. 

RECONVERSION 

As the following indexes show, the volume of manufacturing and mining 
has suffered a substantial setback since the war. Agricultural and forestry 
production, on the other hand, has increased, and domestic trade has ex- 
panded, not only in value but also in volume. 


Table 17 


INDEXES OF ECONOMIC ACTIVITY AND PRICES IN CANADA, 1945-1947 
(1935-39 = 100) 


1945 1946 1947 

Jan. July Jan. July Jan. July August 
Volume of manufacturing*......... 20490249 (2034 181. 196, 2192s 1a. 
RETIN essa son ay Aska's hiss onaheitr em 174011611120. 155" 158.21 5S oes 
POPESET YS Vc Bedi ai le si B05.0 ben, «00s «kine ae 117,125) 138. 14321600 ce sh 
BAMPlOVIMENe? Wwe. oe nes + ks ol a 172) 458 61° 7150-166 si /deeive 
Retail sales (dollar value).......... 143 “171 160 195) 181 ote 
Wholesale? prices 4.75.2 Ses hisses oe 134.135.) 1137 “1419 146 Si Ghate hz 
RORLOR HVWNGitecau ss sce lebaes ee abet PEO £205) 120 9125 eel 27 ee kone a7 


bee Canada Department of Trade and Commerce, Monthly Review of Business 
atistics. 


. . Not available. 
® Adjusted for seasonal variations. 
> Figures of a new series which are linked to the series previously employed, on the 


cae that the relation between the two series remained the same as in January 


* Unless otherwise specified, the monetary unit referred to throughout this section is 
the Canadian dollar. 


46 


; The reconversion of the Canadian economy from war to peace-time produc- 

tion may be said to have begun towards the end of 1945 and to have been 
largely completed by the end of 1946. The proportion of the net national 
income arising from military pay and allowances, which was less than one per 
cent in 1939 and over eleven per cent in 1945, fell to three per cent in 1946. 
As a consequence of the cancellation of war orders, employment in manu- 
facturing industries began to decline in the autumn of 1945, and early in 1946 
employment was substantially reduced in iron and steel, non-ferrous metals 
and chemical industries. During 1946, however, the trend of manufacturing 
employment was reversed and by the end of the year the total of such employ- 
ment was greater than at the end of 1945. Employment in manufacturing 
since the end of the war has not followed the downward trend of the volume 
of manufacturing production. This fact may be owing to reduced work on over- 
time and possibly to a real or apparent reduction in the productivity of labour, 
connected with labour disputes and the reorientation of production. Industrial 
reconversion has been accompanied by a shift in employment from the heavy 
to the light industries, such as those processing food and producing leather, 
pulp, news-print and other paper. Even farm employment rose in 1946, though 
not enough to offset the loss of about 200,000 male agricultural workers during 
the war. 

Although unemployment resulted both from the pressure of demobilization 
at the beginning of 1946 and from the shift of about one million people from 
the production of war goods to peace-time fields of activity, at no time during 
that year did it exceed five per cent of the civilian labour force. With the 
steady rise in employment during 1947, labour shortages have occurred in 
certain branches of industry. 

To some extent, reconversion has been checked by shortages arising from 

-Yabour disputes and the lack of imports; bottle-necks in transport, power and 
building materials; and the unequal incidence of price controls. On the whole, 
however, the transition has been speedy and effective. 

The speed of reconversion was no doubt partly due to the pressure of an 
accumulated demand for civilian goods which were scarce or unobtainable 
during the war. This pressure was sustained by the expenditure of consumer 
savings and bank balances accumulated during the war, by the demand 
resulting from income from goods produced for export on credit, and by the 
large amount of private investments which occurred in 1946 as a consequence 
of the conversion of plants to peace-time uses, new construction and the 

_reconstitution of inventories. The change in the constitution of gross national 
expenditure illustrates these tendencies: 


Table 18 
Gross NATIONAL EXPENDITURE IN Canapa, 1938, 1944-1946 
1938 1944 1945 1946 
Government expenditure :* (Millions of Canadian dollars) 

War-goods and services, excluding 

CEM Al CLC fs oie esis s viens 36 3,410 1,876 672 
Mutual aid, UNRRA and military 

POE Ea ire aie See wb aye ales 0 960 1,041 187 
PE WOL Stee Wee ces «fe sae 6 pS cue 685 735 841 974 


&@ Excludes foreign investment and changes in the Wheat Board Inventory, but includes 
expenditure on capital goods. 
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inued 
BLT Scone anes) 1938 1944 1945 1946 
(Millions of Canadian dollars) 


Gross investment at home:? 


Plant, equipment and housing.... 576 756 865 1,241 
I tories (minus sign signifies de- 
Seen : aye a oR : 5 EY di -83 —294 475 
Personal expenditure on consumer 
goods Ree eines SE cite i ofa 3,714 6,235 6,782 7,495 
Exports of goods and services....... 1,359 3,566 3,576 3,170 
Imports of goods and services....... —1,257 3,539 —2,895 —2,850 


Residual error of estimate for recon- 
ciliation with estimates of gross na- 


TOTAL SDTOCUC ask iba wiebyacabieuent ol wel —220 -178 +53 
Gross national expenditure at market 
[DCS arid ea te ae ae Sod ee gar 5,141 11,820 11,614 11,417 


Source: Canada Department of Trade and Commerce, National Accounts, Income and 
Expenditure, 1938-1946. 


> With respect to inventories, the change in reported value is generally used; the 
current value of the physical change is used only in the case of commercial grain and 
farm inventories. 


© Includes expenditure of Canadians temporarily abroad (tourists, members of the 
armed forces, etc.) and excludes expenditure of foreign residents temporarily in Canada. 


PRESENT PROBLEMS 


Canada’s economic position is relatively strong. Productive equipment is 
larger and more efficient than ever before, while production is on a high level, 
with the labour force fully employed. Nevertheless, economic changes during 
the past year have not all been favourable, and certain weaknesses have 
become evident. 


One symptom of maladjustment is the rise in prices, which may be observed 
from the data in table 17. Decontrol got under way from the middle of 1945, 
and by the end of 1946 there were only a few restrictions on the use of raw 
materials and the distribution of final products. In addition, wage controls 
had been lifted. Many important subsidies had been reduced or dropped 
altogether and the prices of many hundreds of essential commodities had been 
decontrolled. The restoration of budgetary surpluses helped to check the ex- 
pansion of demand. The success of the measures taken by Canada depended, 
however, on economic changes elsewhere and hence were outside the Govern- 
ment’s control. In particular, Canada’s economy was threatened by the rapid 
rise in prices in the United States, from the middle of 1946. In December of 
that year, United States wholesale price and cost-of-living indexes exceeded 
those at the end of the war by thirty-three per cent and eighteen per cent, 
respectively, while the corresponding increase in the Canadian indexes was only 
about eight per cent and five per cent. The upward pressure on Canadian 
prices had been mitigated to some extent by the restoration to parity in July 
1946 of the Canadian dollar, involving an increase of a tenth in exchange 
value. United States prices continued to rise, however, and in the early part 
of 1947 there was a pronounced upward trend of Canadian prices. 
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_The threat of inflation is related to balance of payment difficulties. These 
difficulties are due to the lack of triangular settlement, since Canada’s balance 
on Current account with the rest of the world, taken as a whole, has in recent 
years resulted in large surpluses. Canada’s dependence upon triangular trade 
dates from the 1890’s when an import balance from the United States began 
to develop simultaneously with export balances to Europe. In 1944 and 1945 
there was an exceptional surplus on current account with the United States; 
but by the end of the war the traditional pattern of trade reasserted itself. 
In 1946 there was a deficit on current account with the United States of 
about $600 million but a surplus with other countries, chiefly those within 
the sterling area, of $954 million, not including exports financed by mutual 
aid and similar appropriations. 


Table 19 
BALANCE ON ACCOUNT OF CURRENT TRANSACTIONS OF CANADA WITH OTHER 
COUNTRIES® 
(Millions of Canadian dollars) 
VV EELS tC LALCS Oo cet Nn cnpen icc hint oer whe —603 
NV SENOS ENOL COUTIETICS <<less. ac cnd Ss ate Gs elo +954 
Minited Is mg domi, oo. se ssperste Srene 6 Ke +495 
Omer sieruny ‘areasan4,. cy cee tak +162 
INCSGROMEWOCIC Snes. cpatcn aie. ene +297 
PUM st raNcaAGtiOns +t. framin the he re mer iges ese ate OOM 


Source: Based on Foreign Exchange Control Board, Annual Report to the Minister 
of Finance for the year 1946. 
~~ 4 Excluding deliveries on account of mutual aid and relief. 


‘Of the surplus with “other countries” of $954 million, $750 million was 
financed by Canadian credits and advances, since the importing countries 
were unable to pay in dollars. Between the end of the war and the beginning 
of 1947, Canada had made credits amounting to about $1,850 million available 
to its chief customers; of this sum forty-six per cent had been drawn upon by 
the first part of 1947. These “unrequited exports”, which have helped to keep 
economic activities and incomes in Canada on a high level, have had a direct 
inflationary effect and have contributed to an increasing demand for United 
States products. 

The net deficit with the United States in 1946 was met in part by the 
liquidation of Canadian holdings of gold and United States dollars. In the 
Annual Report for 1946 (dated February 1947) of the Bank of Canada, it was 
pointed out, however, that “Canada cannot continue indefinitely to sell on 
credit in overseas markets while she is incurring a substantial deficit on her 

balance of payments with the United States”. 

The adverse balance with the United States continued to increase during 
1947, partly as a result of arrangements rendering current receipts of sterling 
convertible into dollars. During the first nine months of the year, the trade 
deficit with that country rose to $718 million, as against $339 million (U. S. 
$323 million) during the corresponding period of 1946. When sterling balances 
could no longer be converted into dollars, however, the situation became un- 
tenable and a wave of purchases from the United States occurred in anticipa- 
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tion of restrictions. In October and the early part of November, imports rose 
to a very high level. The reserves of gold and United States dollars held by the 
Foreign Exchange Control Board of the Bank of Canada and by the Dominion 
Government fell from $1,245 million at the beginning of 1947 to $480 million 
at the end of November. In the course of that month, drastic restrictions on 
imports from the United States and on travel by Canadians in that country 
were imposed and some price controls were re-established. A credit of $300 
million was obtained from the United States Export-Import Bank of Wash- 
ington. 

Th the long run, Canada’s exchange difficulties are likely to be alleviated, 
particularly if the trade agreement recently concluded with the United States, 
which involves considerable mutual tariff concessions, should result eventually 
in a reduction of the traditional import surplus with the United States. It may 
be pointed out that while the United States succeeded during the war in in- 
creasing considerably the production of primary goods, that country tended 
over longer periods to become increasingly dependent upon external supplies 
of such goods. Canadian supplies to the United States have traditionally in- 
cluded large amounts of mineral and forestry products, and in recent years 
foodstuffs as well. In this connexion, mention should be made of Canadian 
gold production which, after having reached a peak in 1941 when its value 
was $206 million, was sharply reduced in the following years. Production may 
be stimulated, however, by a recently established subsidy. Finally, imports of 
capital goods, for which Canada depends preponderantly on the United 
States, may decline after the present period of rapid industrial transformation. 


III. LATIN AMERICA™ 
INTRODUCTION 


The predominant characteristics of the economies of the Latin American 
countries remain substantially the same as before the war. There has indeed 
been a heightened rate of industrial and economic development and, as was 
the case after the First World War, it is clear that some among these countries 
have moved towards a stage of more extended industrialization, with a cor- 
responding strengthening of their economies. However, the Latin American 
countries still have some two-thirds of their aggregate population directly 
dependent upon agriculture, with the greater part of this population engaged 
in subsistence agriculture despite a substantial production for export. Latin 
America continues to be a net exporter of foodstuffs although many individual 
countries are still food importers. 

Mining remains the second most important economic activity, less because 
of the labour force employed, for this is extremely small, than because this 
single activity contributes some forty per cent of the region’s total exports. 

The structure and type of industry, as well as its rate of expansion, varies 
widely from one country to another. While Central America remains virtually 
without industries, countries like Argentina, Brazil, Chile, Cuba, Mexico, and 
Uruguay have achieved an appreciable degree of industrialization. In the 


* This section contains a brief general survey of the economic situation in Latin Amer- 


ica as a whole. More detailed studies of economic conditions throughout Latin America, 
now under preparation, will be published in subsequent issues of the Economic Report. 
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more developed countries, these industries are sufficient to supply local needs 
for basic consumption goods, although often dependent on imports of raw 
materials and semi-manufactured goods. 

Food consumption has increased somewhat over pre-war levels, but it is 
evident that this increase is far from evenly distributed and that large sections 
of the population still have less than adequate diets. Since population growth 
throughout the region is high, the total population having increased from an 
estimated 130 million in 1939 to an estimated 150 million in 1947, it is clear 
that substantial progress in food production is essential if standards are to be 
maintained. Nevertheless, with scattered exceptions, agriculture is backward 
and, in general, is carried on without either modern tools or techniques. 

Latin American governments generally are giving great attention to extensive 
plans for economic development which, in many cases, are directed to intensi- 
fied industrialization, including expanded power production. The objectives 

. of these plans have yet to be achieved, but there is growing activity in a 
number of industries and a corresponding expansion in the range of domes- 
tically produced commodities. 

In foreign trade there has been no significant change in the types of goods 
exported, although efforts towards a greater diversification of output occupy 
many governments. There has, however, been a substantial shift in the destina- 
tions of Latin American exports, and the trading ties between these countries 
and the United States have been strengthened. More recently, European mar- 
kets, closed during the war years, are again becoming active; but price and 
exchange difficulties have limited this development. . 

As in all under-developed countries, the Latin American governments are 
seeking not only to restore, but also to improve their industrial position. In 

is endeavour they are handicapped by the universal shortages of manufac- 
tured goods, especially capital goods. The foreign exchange resources accumu- 
lated by the Latin American countries during the war have been expended 
more rapidly than was anticipated, but since exports continue on a substantial 
scale it should be possible for many of these countries to carry out their plans, 
although probably at a reduced pace. 


AGRICULTURE AND Foop SUPPLIES 


Agricultural production advanced during the war years throughout Latin 
America and this expansion has been continued during the post-war years. 
The most important exception to this was the Latin American wheat crop, 
which fell from the pre-war level of 8 million metric tons to only 5.9 million 
metric tons in the crop year 1945/46, but recovered to the pre-war level in 
1946/47. Wheat exports were correspondingly low in 1946, and in 1947 are 
expected to reach only 2.3 million metric tons, as compared with the average 
of 3.3 million metric tons during the years 1935 to 1939. : 

~ To make up for the absence of rice imports from Asia during the war, 
most Latin American countries greatly increased their own production. Not 
only did they achieve self-sufficiency, but Latin America as a whole emerged 
as a net exporter of rice. Rice production in 1946/47 was about 5.4 million 
metric tons, compared with the pre-war average of 2.9 million metric tons. 

Barley, rye and oat crops were larger in 1946/47 than in the preceding year 
as a result of larger sowings and favourable weather. Potato production in 
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1946/47 amounted to 3.5 million metric tons and was therefore slightly better 
than 1945/46 production and substantially above pre-war production of 2.3 
million metric tons. 

The total Latin American production of maize increased from the 1935 to 
1939 average of 17.4 million metric tons to some 20 million metric tons in 
1946/47. Despite the increase, exports by Argentina, the principal exporter, 
were only 2.2 million metric tons in 1946, compared with a pre-war average 
of 6.5 million metric tons. A large part of the increased production has been 
fed to livestock in the countries where it was grown. 

By the crop year 1946/47, Latin America had become the world’s most 
important producer of cane sugar, output being 10.8 million metric tons of a 
world total of 27.8 million metric tons (raw basis). Cuban production in 
1946/47 was at 5.7 million metric tons—a record crop—but the 1947/48 
harvest is expected to be lower. 

In coffee, Latin America is currently producing about eighty per cent of 
the world supply, Brazil and Colombia being by far the most important pro- 
ducing countries in the world. 

Exports of cocoa and of bananas and other tropical fruits were all sharply 
reduced during the war by shipping limitations, but in recent months there 
has been a rapid recovery. 

Present cattle numbers in nearly all Latin American countries are slightly 
above the 1931 to 1940 average, largely as a result of the greater demand for 
meat and dairy products and the favourable price relationship between cattle 
and feed during the war. In 1946, there were 132 million head of cattle in 
Latin America, compared with the 1931 to 1940 average of 127.3 million 
head. Sheep have also increased in recent years, from a 1936 to 1940 average 
of 106.1 million head, to 127.1 million head in 1946. Hog numbers increased 
to 45 million head in 1946, compared to the 1936 to 1940 average of 38.8 
million. 

Meat output in the principal meat-producing countries of Latin America 
was significantly greater in 1946 than the pre-war average of 3.72 million 
metric tons, and somewhat greater than the 1945 output of 4.2 million metric 
tons. Exports, too, were slightly greater in 1946 than in 1945, when 763 
thousand metric tons were exported. 

Despite the over-all expansion of food production in Latin America, the 
increase in consumption by the population appears to have been limited 
and has not resulted in any significant dietary advance. The caloric intake 
has been calculated at 2,600 calories per day in 1946 and 1947 as against 2,400 
calories for 1935 to 1939; in both instances, however, wide variations were 
recorded from country to country. The steady rise in food prices throughout 
Latin America has meant that poorer sections of the population have not 
shared in the general increase in food consumption. In most countries, the 
consumption of meat, fish, dairy products, fats and oils, and vegetables remains 
inadequate. Serious malnutrition, caused by deficiency of certain minerals and 
vitamins, exists in many Latin American countries. This is closely related to 
the very general continuation of subsistence agriculture and the fact that a 
large part of the population of the Latin American countries virtually live 
outside the range of a money economy and must depend to a considerable 
extent upon the restricted range of foodstuffs which they themselves produce. 

It is natural that many Latin American governments should have plans for 
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extensive agricultural development and that these plans should be directed 
towards a greater diversification of agriculture and an increase of productivity 
through the application of more scientific methods and better equipment and 
tools, as well as mechanical equipment. While the governments are seeking to 
press forward with such proposals, progress has to date been relatively slow. 


INDUSTRIAL PRODUCTION 


Industrial production in Latin America is on a limited scale and is restricted 
to a relatively small number of countries. Consequently, there are few statis- 
tical data available as to the trends in industry since the war. In the three 
countries, Argentina, Chile and Mexico, which compile index numbers of 
employment or of industrial production, it is evident that there has been some 
advance, but indexes for separate industries show relatively diverse movements, 
with a substantial increase occurring in the building industries while, on the 
other hand, activity in such important consumer goods industries as textiles 
has declined. 

Table 20 
INDEXES OF INDUSTRIAL PRODUCTION OR EMPLOYMENT; MANUFACTURING 
INDUSTRIES IN ARGENTINA, CHILE AND Mexico, 1943-47 


1943" 8194451945 1946 1947 


Argentina 
Employment (1943 = 100)............ 100:,.104:., 6105, 1.5108.6..¢1148 
Chile 
Peoauction.(19370-=:100)s,. «aa sees 11D yl l4 e130 (137 ee «i442 
Mexico 
eepeeroducton (1937100)... fe. A. P290O 147 149 oot 91d" 


Source: Statistical Office of the United Nations, Monthly Bulletin of Statistics. 

&January-March. 

b January-September. 

Elsewhere in Latin America it is evident that industrial activity is only just 
beginning to assume any importance in national economies. The production 
of cement in many countries has been increased as a consequence of the great 
expansion in residential building. 

Heavy industries remain on a small scale and are of importance only in 
Mexico and Brazil and, to a lesser degree, in Chile. Production of steel ingots 

-and castings for the month of August 1947 amounted to only 31,600 metric 
tons in Brazil, and 29,700 metric tons in Mexico. Apart from these instances, 
production is on a very small scale and serves only to meet a small range of 
local needs. 

Emphasis on light industries has been characteristic of recent industrial de- 
velopment in Latin America and developments are frequently concentrated 
in the food and textile industries. Among them, the food industries employ 
about fifty per cent of all industrial workers and produce about fifty per cent 
of total manufactured goods. These developments are naturally directed pri- 
marily towards the supply of consumption goods for the domestic market; in 
many instances they have been given special protection by governmental action 
and often constitute part of the development projects undertaken with specific 
government support. 
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Throughout Latin America industrial development is being fostered by 
governments, in many cases through the creation of economic councils or 
through development corporations which, being provided with public funds, 
either undertake industrial operations themselves or facilitate and participate 
in private enterprise of a kind considered necessary for the economic develop- 
ment of the country.’ } ‘ 

There are also numerous cases in which governments have intervened in- 
directly to encourage industrial development by the adoption of protective 
measures (customs, import controls and tax exemptions) or by the provision 
of special industrial credit facilities. tS : 

At the present time, many of the governments concerned with industrial 
development are encountering difficulties in obtaining the industrial equipment 
and supplies required to implement their development plans, which were 
inevitably retarded by the war. These requirements have become the more 
acute since the accelerated production of the war years in many Cases resulted 
in the premature wearing out of equipment and machinery, which now is in 
urgent need of replacement. This problem is particularly acute in Argentina, 
Brazil, Chile, and Mexico. f i 

Not only for these immediate reasons, but also because of the Latin Ameri- 
can governments’ need for long-term industrial development, the industrial 
requirements of the Latin American countries are likely to remain high for 
some time to come. Under present supply conditions, however, it will not be 
possible to meet all these needs. 


INTERNATIONAL TRADE 


The international trade of Latin America is of vital importance to the 
economic stability of those countries. It is, however, a highly specialized ac- 
tivity and the exports of the Latin American countries are limited to a rela- 
tively narrow range of agricultural products and a few minerals. These 
commodities are produced solely for the export market and in many cases con- 
stitute the countries’ sole source of foreign exchange. In these circumstances 


it is inevitable that the efforts of many Latin American countries should be 


aimed at securing a greater diversification of production in order to lessen 
their dependence upon a single major commodity. 

The impact of the war upon the Latin American export industries tended 
initially to be most serious because there was an immediate reduction, in 
many cases total cessation, of exports to the United Kingdom and con- 
tinental Europe which, prior to the war, accounted for forty-five per cent of 
Latin America’s exports. 

At the same time Latin American countries depended heavily upon this area 
for essential imports which also were interrupted by the war. 

There was, however, a rapid readjustment to the changed situation, and 
the position of the United States, which had previously accounted for about 
thirty-three per cent of the trade of Latin America, improved substantially, so 
that by 1944 it was supplying some sixty per cent of Latin American imports 
and taking about fifty per cent of the exports of these countries. 


*A_ more detailed account of this type of economic development activity in Latin 
America, and elsewhere, is given in part III, chapter 5, “Progress of Economic Devel- 
opment”, 
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Before the ‘war, trade among the Latin American republics was negligible, 
but the war-time disappearance of oversea sources of supply encouraged a sub- 
stantial growth in this respect and total imports by Latin American countries 
from sources within the region rose from ten per cent of total imports before 
the war to nearly thirty per cent in 1944. 


In 1947, Latin American exports to Europe were increasing despite the 
great difficulties encountered owing to the inability of the European countries 
to provide exports and to their lack of foreign exchange. Latin American 
exports to the United States continued in 1947 at the high level achieved in 
1946; imports from the United States increased substantially, as was to be 
expected from the easing of the shipping and supply situation and the existence 
of a strong pent-up demand in Latin America for manufactured goods, and 
especially for plant and equipment. However, since many Latin American 
countries now feel that their dollar resources will be inadequate to meet their 
needs, especially in view of the rapid price rises in the United States, some 
have strengthened exchange and import controls. 


INFLATIONARY TENDENCIES 


The countries of Latin America are suffering from the same inflationary 
pressures of the war and post-war period which have occurred in other regions. 
In Latin America, this development has resulted in the main from the expan- 
sion of exports during and since the war, for which no counter-balancing in- 
crease in imports was possible. Many countries had considerable budget deficits 
during recent years. Other contributory factors have been expenditures made 

_-by the United States in connexion with the conduct of the war, such as bases in 
Brazil and Cuba and the Pan-American Highway in Central America, and 
expenditure by governments on numerous development projects. In a number 
of these countries, there has been substantial foreign investment in export in- 
dustries, and there has also been a residential building boom. 


At the same time supply, especially of agricultural goods, was relatively 
inelastic in response to the increased demand while imports became, for reasons 
arising from the war, increasingly difficult. This inelasticity arose not only 
because of the inadequate imports of machinery, fertilizers and raw materials 
but also because the under-developed nature of the economies of most of 
these countries presented serious institutional, as well as economic, obstacles 
to an increase in production. In respect of food, there were special factors 
which tended to lessen the available supply. The shortage of manufactured 
goods lessened the incentive to small producers to offer their surplus produce 
for sale, while the increase in food exports also restricted available supplies. 


Lacking any adequate system of price control or effective rationing, the 
inflationary pressure resulted in price rises, followed ultimately, though usually 
after considerable delay, by increased wages, thus putting further pressure on 
the limited quantity of goods available and forcing prices still higher. 


Price index numbers inadequately reflect this upward movement but 
table 21 shows recorded price changes in a representative group of Latin 
American countries. 
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Table 21 
INDEXES OF COST OF LIVING IN CERTAIN LATIN AMERICAN COUNTRIES 1944-47 


(1937 = 100) 

1944 1945 1946 1947 
Argentina (Buenos Aires) ..........+-+- 13 135 159 185* 
Bolivia (Toa. Pas eect. adios ooriyaartte ei 470 496 533 650 
Brazil (Rio de; Janeiro) %.. afer wey eorsee oy: 170 197 222 : 
Chile (OantlApO) 4 tarscle ae estore sare aie 224 244 283 397? 
Golombia, (Bogota). 232. 4. -j2.-¥ 80¢ alg dion 170 189 207 248° 
Costamh iCAg (OAMEIOSC last rsustttokes ntievaohs sicks 167 Lhd 184 212 
Cuba (food prices only; July-Dec. 

LOS Peer POW) siete recast. oopets yeh bycvexar is she 172 194 2084 
Mexico (Mexico City; food, clothing, 

ic ea NC ESOT Eh hcceestctasa Silene spate ctu 230 241 308 354° 
Paraguay (food, clothing, etc. in Asun- 

CHO eI 9G Pee LOO) Pe, owt ote arels acts 193 214 236 2ide 
Bertrand). faites sce. «'s ial wee wee 164 182 199 305° 
Wrusuay (Montevideo) on 24.45 «bi 0-0 s10 121 139 153 179° 
Venezuela (Caracas; food, coal and 

SOAD Meee ey. Meath. SCT dg Shehe cistens hy 141 141 150 171 


Source: Statistical Office of the United Nations, Monthly Bulletin of Statistics. 

. . Not available. 

2 August. © November. © February. 

b September. 410 months’ average. f June. 

On the whole, rationing of consumption goods was not attempted; where 
it was undertaken it was on too limited a scale to check inflation. 

There has been no slackening in these inflationary pressures in recent months, 
for in Latin America as elsewhere the pent-up demand for goods continues 
and is supported by the accumulated savings of the war years. Increases in 
exports, consequent upon the high level of industrial activity in the United 
States and upon the urgent needs of devastated countries, have further con- 
tributed to the inflationary pressure, while governments have endeavoured in 
a number of cases to resume development projects which shortages and other 
difficulties of the war period have interrupted. The accumulated demand, 
which now maintains such pressure on the limited supplies, may in time be 
satisfied or disappear, while exports may contract as other sources of supply 
throughout the world improve. 

The policies of governments in respect of their development programmes 
will greatly influence the future course of events. Governments in Latin Amer- 
ica generally are extremely anxious to accelerate the progress of their projects 
for development and most have extensive programmes intended to promote 
economic growth. In so far as these programmes require imports of capital 
equipment, they would not add to the inflationary pressure. On the contrary, 
as such equipment becomes capable of producing consumption goods, the 
improving supply situation should ease the present strain, but in so far as 
development projects call for substantial domestic investment, they will cor- 
respondingly increase consumer incomes, and hence the demand for con- 
sumption goods, particularly food. In many countries, the food problem may 
well present the most serious difficulties. While in the long run these could be 
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overcome by institutional changes and the adoption of improved technical 
methods, in the short run no rapid expansion may be possible. Thus, the 
alternatives might be a shift to food production at the cost of other agricultural 
products normally produced for export, or to an increase in imports of food. 
Both steps would reduce net exports and cause the more rapid depletion of 
foreign balances which, in general, are regarded as indispensable for develop- 
ment. The pace, therefore, at which economic development programmes are 
put into effect is of critical importance. 


INTERNATIONAL ACTIVITIES 


Since the Latin American countries in general seek their markets and their 
sources of supply elsewhere than in Latin America, there has not been a 
strong regional economic interest. The events of recent years, however, have 
increased the appreciation of regional economic interests and as a consequence, 
efforts are being made to safeguard and strengthen them. 

The events of the war in the economic field led to the creation by the Pan- 
American Union of the Inter-American Financial and Advisory Committee, 
which included representatives of all the twenty-one members of the Pan- 
American Union. In 1945, this war-time committee was replaced by the Inter- 
American Economic and Social Council, the functions of which are to be 
ratified by the Ninth International Conference of American States to be held 
in Bogota in 1948. This council functions through a group of seven cornmis- 
sions dealing with such topics as production, commerce, transport and com- 
munications, and development credit and finance. 

The commissions have been active in preparing reports on topics having 
special regional interest. 
~~~ At the fifth session of the Economic and Social Council in 1947, a proposal 

was presented by the member for Chile, recommending the establishment of 

an Economic Commission for Latin America largely parallel to those already 
established for Europe and the Far East. The Chilean proposal emphasized 
the urgency of the economic problems now facing the Latin American coun- 
tries, the handicaps under which they were presently working and the long- 
term needs for economic development felt by all Latin American countries. 
The Economic and Social Council, by a resolution of 11 August 1947, 
established an Ad Hoc Committee to consider the factors bearing upon the 
establishment of an Economic Commission for Latin America, within the 
- framework of the United Nations, and to report with recommendations con- 
cerning the creation of such a commission. 
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Chapter 2 
AUSTRALIA AND NEW ZEALAND 


The Australian and New Zealand economies, two years after the war, find 
themselves still in a period of transition, beset by the many problems which 
necessarily accompany the conversion of war-time economies to peace-time 
production. The most significant characteristics of the economic situation 
during 1947, and indeed, since the end of the war, are the continuing high 
level of industrial production, which expanded greatly in Australia during 
the war, and the continuing strong demand for all kinds of goods and services, 
resulting in severe pressure on available labour and materials. 

The following are some of the principal components or indicators of the 
substantial increase in economic activity in which the pressure on available 
supplies and productive resources is heavy. The note circulation in the period 
1939 to 1947 increased about fourfold in Australia and threefold in New 
Zealand; average weekly bank debits increased almost twofold; savings bank 
deposits more than doubled; and wages increased moderately. The table below 
shows the increases in national income but the two sets of figures are not 
comparable to one another. While, on the one hand, these figures do not take 
into account the increase in prices, on the other, they also do not indicate that 
there was considerable unemployment in the fiscal year 1938 to 1939. : 


Table 22 


NATIONAL INCOME IN AUSTRALIA AND NEw ZEALAND 
Fiscal years 1938/39-1946/47* 


Australia> New Zealand¢ 

\ (Millions of £A)4% (Millions of £N.Z.)4 
F038 (BO ey a oud pe epeycer tna. bee 803 185.8 
1939 [40 wpe de sete F dbys nichstdee 2 852 200.2 
ae eee ee aR 923 216.5 
LOAD (AD cemtant «mills. ralyterone vg 1,075 230.7 
KI a A SR Na oo 1,229 264.4 
Le rs ae 1,279 292.3 
EE TADS oN rack ao. crim ths eee 1,228 303.5 
$955 [AG te: ae otic. renee rote 1,236 326.1 
[NG tietiiece Ca eee 1,265 ” 


Source: Australian Budget Paper National Income and Expenditure 1946-47; New 
Zealand Census and Statistics Department; New Zealand Financial Statement, 1947. 

. . Not available. 

a At market prices. 


b Net income payable abroad and employers’ social security contributions are excluded. 
¢ Aggregate private income. 


‘*The Australian pound and the New Zealand pound are approximately equal to 


U.S. $3.20. However, these currencies have a much greater internal purchasing power 
than this exchange rate would indicate. 


Mid-1947 saw employment figures in the two south-west Pacific countries 
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at their highest peace-time levels. Australia, with a population of about 7.5 
million, had 3,212,000 people in civilian work, an increase of nearly half a 
million over June 1939 levels. New Zealand, with a population of about 1.8 
million, had a total labour force of 727,400. The steady trend towards in- 
dustrial growth in Australia, and to a lesser extent in New Zealand, was under- 
scored by increases of almost fifty per cent and twenty-five per cent, respec- 
tively, in the number of workers employed in factories between 1939 and 
1947. During the same period, there was a twenty-six per cent decrease in 
employment of rural and domestic wage earners in Australia. At the end of 
1947, many vacant jobs were officially listed in both countries. Shortages of 
labour and materials, particularly of coal, were responsible for holding back 
production in basic industries, and for retarding the construction of urgently 
needed housing. 

Both countries are surplus areas for food and agricultural products, which 
are exported in substantial quantities, especially to the United Kingdom. 
Australia has been able to make a successful recovery from the disastrous 
drought of 1943 to 1945 and the 1947/48 wheat harvest is expected to exceed 
200 million bushels. An interesting development was the increase in the pro- 
duction of cheese and processed milk, and in the production of canned vege- 
tables. Export prices of most agricultural products in the two post-war years 
reached record heights. 

The foreign trade of Australia and New Zealand expanded greatly in the 

‘two post-war years. However, the expansion was mostly in terms of value. 
There was an increase in volume in the case of New Zealand, but a small 
decrease in the case of Australia. As for the direction of trade, the position of 
the United States became more important, both as a supplier of goods and as 

_-~ a customer. Also significant was the increasing importance of two-way trade 
with India. 

The balance of payment situation of the two countries was satisfactory in 
the first half of 1947, although Australia expected to have a net deficit in the 
fiscal year 1947 to 1948. It is not possible to utilize the substantial sums of 
sterling which accumulated in recent years in London and, towards the end 
of 1947, both countries were faced with a serious dollar scarcity problem, 
which resulted in severe restrictions on purchases requiring dollar expenditure. 
This situation is expected to continue, at least through 1948. 

Both countries have embarked on extensive programmes to hold rises in 
prices, owing, in large measure, to a rise of more than one hundred per cent 
in the price of imports. Although the past year has seen the relaxation of a 
number of controls, government authorities still maintain rationing of impor- 
tant consumer goods, and control of prices, rents, foreign exchange, and im- 
ports. An international comparison of indexes of price rises’ since the begin- 
ning of the Second World War, or since V-J Day, shows that these controls 
were markedly successful. 


INDUSTRIAL PRODUCTION 


The trend towards industrial growth, which had been under way in recent 
years in Australia and in New Zealand, was accelerated by the war. Thus, 


1See Statistical Office of the United Nations, Monthly Bulletin of Statistics, No. 12, 
1947. 
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Australia emerged from the war with a substantial expansion of industry; the 
average net value of factory production for the six years ended 30 June 1939 in- 
creased from forty-seven per cent of the net value of production of manu- 
factured and primary goods to fifty-seven per cent in the year ending 30 June 
1945. The war acted as a stimulus to the creation or expansion of important 
industries such as aircraft, shipbuilding, the metal trades, and food processing. 


In New Zealand, the value of factory production in the year 1935 to 1936 
amounted to about twenty per cent of the net value of production of manu- 
factured and primary goods, and in 1945 to 1946, to twenty-four per cent. It 
should be noted however that this figure excludes the factory processing of 
primary products, an item which is very important in New Zealand. 


Some indication of industrial expansion can be seen from table 23, which 
shows factory statistics in summary form for the years 1938 to 1939 and 
1945 to 1946. 


Table 23 


SUMMARY OF FACTORY STATISTICS OF AUSTRALIA AND NEw ZEALAND 
1938/39 and 1945/46 


Australia New Zealand 
Per cent Per cent 
Unit 1938/39 1945/46 Increase 1938/39 1945/46 increase 
Hactoriesp-rsncscee Number 26,941 31,184 16 6,146 6,988 15 
Employees......... Number 565,1062 745,2584 Be 102,535 128,467 25 
Salaries and wages 
FOENG| sesate sonar £1,000 106,743 205,819> 93 22,270 41,538 87 
Power, fuel and light ' 
Witte ce arene £1,000 15,700 27,040 72 
Materials used°....£1,000 281,303¢ 488,426¢ 74 } 75,635 123,848 64 
Value added ...... £1,000 203,417 354,346 74 38,812 71,334 84 
@utputwen cae £1,000 500,420 869,812 74 114,447 195,182 71 
Land and 
buildings ........ £1,000 130,920 187,088 43 
Plant and 76,498 90,7404 19 
machinery ...... £1,000 143,662 185,545 29 


Source: Commonwealth of Australia, Bureau of Census and Statistics; New Zealand 
Census and Statistics Department. 


* Average over whole year includes working proprietors. In July 1947, the number of 
employees had risen to 800,600. 


> Excludes amounts drawn by working proprietors. 
© Includes also containers, packing, etc., tools replaced, and repairs to plant. 


d 1943-44, 


This table must be supplemented by other data. In Australian basic in- 
dustries, production of metals, machines and implements increased one hun- 
dred and twenty per cent over pre-war production; chemicals, dyes, explosives 
and paint, sixty-six per cent; clothing manufactures, fifty-nine per cent; textiles 


and textile goods, fifty-eight per cent; and food and drink processing, thirty- 
eight per cent. 


A further indicator of the expansion of the more important Australian in- 
dustries can be seen from the percentage increases in employment in 1938 


to 1946: 
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Table 24 


INCREASE IN EMPLOYMENT IN IMPORTANT AUSTRALIAN INDUSTRIES 
From 1939 to 1946 


Per cent 

increase 
CEMMen ARG FCCIMEDIPOOUSE vo 5 susitre sipte. Paras nies 50 
IMG ralt OUSMar Pee iret Elsa ais Hes oe) cn Seed 170 
Smelting and converting of metals............... 2.) 
NEPOM ADCS Se CRN EEL ME Se we sitale ae virie bests 250 
MUSED DOBt DITCING ss) me cba cuts bs 150 
luther ylahti Ima COIs cs Ge Lac ciety’ e'sirendie scones she 180 - 
Pye ORK Stale CICAIING Wasco « datos, chew srecho. Petes 110 
A DEMANAMING 4 UR Whee SG ARLE BER EM Soe ae 90 
Surgical, optical and scientific instruments........ 260 


Source: Prospectus filed by Australian Government with United States Securities and 
Exchange Commission, 16 June 1947. 

a In the past year there has been a very substantial decrease in employment in these 
industries. 

Although coal production in July 1947 had reached a level of 1.4 million 
metric tons a month,’ i.e., about thirty per cent higher than the pre-war norm, 
it was still insufficient to meet requirements. The Commonwealth Bank’s 
indexes of pig iron and steel ingot production for June 1947 were 104.7 and 
105.3, respectively (1938 to 1939 = 100). In the same month, the index of 
sales of gas and electricity in Sydney showed an increase of about eighty per 
cent over pre-war figures. The consumption of electricity in Melbourne and 
in Tasmania in September 1947 was about one hundred per cent and forty- 

_-~five per cent, respectively, higher than pre-war consumption.’ In the same 
month, production of cement amounted to 93,200 tons and production through- 
out 1947 was more than ten per cent in excess of the pre-war norm. The 
number of new dwelling units completed each month, since the end of 
hostilities, rose steadily until in mid-1947 it amounted to 2,501. 

Much thought has been given to the prospects of maintaining Australia’s 
recent industrial expansion. In his annual report in September 1947, the 
Governor of the Commonwealth Bank drew attention to the development of 
industries, especially those producing local substitutes for scarce imports, and 
noted the problem of whether they could, on a long-term view, be regarded 
as able to hold their own in a more competitive world. 

Table 23 reveals, too, the substantial increase in the value of New Zealand 
factory production over pre-war levels. The volume of production also in- 
creased, the index in mid-1946 standing at 111 (1938 to 1939 = 100). 

Demobilization, which was completed in both countries early in 1947, 
accounted for the increase in the total number of factory employees in New 
Zealand from 128,467 in mid-1946 to 153,000 in mid-1947. A substantial 
expansion took place during and after the war in the production of canned 
vegetables, which in 1947 exceeded that in 1946 by forty-three per cent. 
Modest improvements also took place during 1947 in coal, electricity, gas, 
superphosphate, and cement production. It should be noted, however, that 
all of these fields saw a substantial increase over pre-war production, ranging 


. Statistical Office of the United Nations, Monthly Bulletin of Statistics, No. 12, 1947. 
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from about thirty-three per cent in the case of coal, to almost one hundred per 
cent in the case of electricity. 

The post-war economies of both countries have been hampered by shortages 
of man-power and materials. Although the labour force in civil employment 
at the end of 1947 was quantitatively, and in relation to the total population, 
larger than at any previous time in the history of the two countries, both 
Australia and New Zealand are currently characterized by a severe and general 
shortage of labour. At the end of October 1947 the Commonwealth Employ- 
ment Service had jobs waiting for 87,000, and in his budget statement in 
August 1947 the New Zealand Finance Minister reported that there were ~ 
33,000 vacant jobs in various branches of industry. Many basic Australian in- 
dustries, such as coal, iron and steel, metal trades, textiles, transport and com: 
munications, and light and power, lack the labour they require. The resulting 
limitation of production has retarded the construction of new dwelling units. 
Shortages of labour and materials also hold back the solution of the housing 
problem in New Zealand. 

Of some small help in alleviating the labour shortage in Australia was the 
arrival, during 1947, of 30,000 immigrants. The lack of shipping frustrated 
original plans for a total of 70,000. It is believed that Australia will receive 
about 50,000 immigrants in 1948. 

Foop AND AGRICULTURE 

In the second half of 1946, pastoral and agricultural production in Australia 
began to recover from the serious drought which caused great damage to 
livestock and crops over the period 1943 to 1945. During the war, lack of 
fertilizer was also a factor limiting production. 

The Australian wool clip for the 1947/48 season was estimated to amount 
to more than 3 million bales (of 301 pounds), representing a substantial 
recovery from the severe drought of 1944 to 1945, which caused a twenty-five 
per cent reduction in the sheep population. Indeed, the total sum realized 
from the current clip was the largest ever received, a fact accounted for more 
by price rises as a result of heavy oversea demand, than by an increase in the 
physical volume of production. The average prices for the 1947/48 clip were 
43.4 per cent higher than those of the previous year. 

New Zealand wool production in 1946/47 amounted to 1,050,000 bales. 
Although this was about six per cent greater than production for the! imme- 
diate pre-war years, it was smaller than the clips for the previous six years. 

The livestock population of Australia decreased during recent years, partly 
because of dry seasons and partly because of the drift of man-power to manu- 
facturing industries. Thus, the sheep population, which in 1942 totalled 
125,189,129, decreased to 96, 396, 405 by 31 March 1946. One result was a 
decrease in the production of meat, the total export of lamb for the current 
season not being expected to exceed 3,250,000 carcasses. In the immediate pre- 
war period, the yearly average was 5 million. On the other hand, the livestock 
population of New Zealand has remained stationary in recent years or, in 
some instances, has increased. There was a six per cent increase in cattle 
slaughter over pre-war figures but a decrease of about eight per cent in 
slaughter of sheep and lambs, which in 1947 amounted to 4,261,000 and 
11,204,000, respectively. However, over-all meat production in that year 
amounted to 555,000 tons, an increase of about fifteen per cent over pro- 
duction for the last pre-war year. 
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The Australian dairy industry has seen a continuation of the war-time trend 
of diverting milk to the production of cheese and processed milk. As a result, 
the volume of butter production has declined about twenty-five per cent from 
pre-war production, but production of cheese has increased more than forty per 
cent. About forty per cent of butter and cheese production is exported. 

Butterfat production in New Zealand amounted to 408 million pounds in 
1946/47, i.e., about ninety-three per cent of immediate pre-war production. 
Production of butter has declined slightly from pre-war levels and now amounts 
to 146,000 tons, but the production of cheese, which in 1946/47 amounted to 
90,000 tons, was greater than before the war. About seventy per cent of current 
production of butter and ninety per cent of cheese is exported, almost entirely 
to the United Kingdom. 

Heavy and unseasonal rains at the end of 1947 destroyed official expecta- 
tions of a record Australian wheat harvest.’ Of this current harvest, the 
Australian Government contracted to sell 80 million bushels to the United 
Kingdom and 25 million to India. According to the United Kingdom Food 
Minister, the deal would save Britain an outlay of about $120 million and 
“avoid any requests for wheat from the United States in this crop year’. 
Half of the shipments would go to British colonies or areas for which the 
United Kingdom had made itself responsible. Most of the exports would be 
in the form of flour, as it is government policy to keep flour mills operating 
on a year-round ‘basis. A harvest exceeding 200 million bushels will present 
' serious storage problems. 

In 1946, exports of wheat amounted to 491,295 long tons and exports of 
flour to 718,485 long tons. The principal export market for wheat was India, 
and for flour, Malaya, Ceylon, the United Kingdom, and India. 

A recent important development aimed at keeping up rural purchasing 


—~ power was the Wheat Industry Stabilization Plan, whereby the Government 


guarantees to growers until 1952/53 a price of 5 shillings per bushel, bulk 
basis, f.o.r. ports, for export wheat or wheat consumed in Australia. Should 
the export price exceed this, growers contribute to the Stability Fund an 
amount not exceeding fifty per cent of the difference between the export price 
and the guaranteed price. 

Table 25 shows figures for wheat production and acreage sown during 
several past seasons. The fluctuations it reveals are characteristic of Australian 
agricultural production. 

3 Table 25 
PRODUCTION AND ACREAGE OF WHEAT IN AUSTRALIA 


1938 /39-1947/48 


Production Area sown 
(Bushels) (Acres) 
fey Re i RT it oh ar eae 154,325,000 12,979,00C 
Perey tee hee 52,800,000 8,463,151 
OLA nd, Saeillas «bas «Soa 142,400,000 11,400,000 
MOG UTM G Abeer e skeen es e's xn 116,800,000 12,400,000 
1947/48 (estimate) ... .%... .. 9. 200,000,000 14,600,000, 
Source: Commonwealth Bureau of Census and Statistics, Summary of Wheat Situation 
17 October 1947. a Average for five years ending 30 June 1939. 
z tatistics, Summary of Wheat Situation, 17 
ccc paren os aa te Ke The New York ae 19 December 1947. 
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Other crops, such as barley and oats, also made good recoveries from the 
drought but production of dried grapes was reduced because of unsatisfactory 
weather conditions. Cane-sugar production has not yet reached pre-war levels, 
which averaged about 740,000 tons yearly, and the area devoted to growing 
vegetables, which was expanded greatly to meet war-time needs, has decreased 
in the past two years. The rice harvest in 1947 amounted to about 55,250 tons, 
of which fifteen per cent will be consumed locally; the balance will be ex- 
ported to Malaya and to some Pacific islands. 


ForeIGN TRADE 

The trend towards industrial growth, mentioned earlier, is of more signifi- 
cance to the internal economies of Australia and New Zealand than to the 
world economy, where their importance is based on exports of a small number 
of primary products, particularly‘wool, wheat, meat, butter, cheese, and some 
minerals. Although the share of the two countries in world trade was small, 
amounting in 1946 to about three per cent of exports and two per cent of 
imports, in certain sectors it was quite significant. Thus in 1944/45 Australian 
production of wool amounted to almost thirty per cent of total world wool 
production of 3,573 million pounds, and to fifty per cent of fine wool produc- 
tion. Australian wool exports amounted to almost forty per cent of world 
exports. New Zealand was the fourth largest producer and the third largest 
exporter of wool. In the case of wheat, Australia accounted for almost twenty 
per cent of world exports. New Zealand was the world’s largest exporter of 
mutton, lamb, butter, and cheese. 

Dependence on the external market makes the two economies vulnerable. 
As exports are the “crucial sector” of the economies, this vulnerability is 
sharpened because the forces which determine oversea demand and prices are 
largely beyond Australia’s or New Zealand’s control. 

The year 1946 to 1947 witnessed a substantial increase in the foreign trade 
of the two countries. As table 26 indicates, increases took place in both imports 
and exports, but are a reflection of price rises more than of increases in 
volume. However, it can be seen that the volume of New Zealand exports 
increased about fifteen per cent, but that Australian exports decreased about 
four per cent. 

Table 26 


FOREIGN TRADE OF AUSTRALIA AND NEw ZEALAND 
1938/39 and 1946/47 


Australia New Zealand 
Imports Exports Imports Exports 
Value Volume Value Css 
(£A1,000) (£A1,000) (1937 = 100)8 (£NZ1,000) (£NZ1,000) = 100) 
OS8739 Maes 124,141 122,543 108» 56,499 57,891 97 
1946/47 ........ 229,741 307,945 104¢ 91,023 116,214 1124 


Source: Commonwealth Bureau of Census and Statistics; New Zealand Financial 
si al alle Statistical Office of the United Nations, Monthly Bulletin of Statistics, 

o. 11, ‘ 
, abe index is the quotient of the actual value of exports, divided by an export price 
index. 

b 1938. 

© 1946. 

4 Preliminary estimate, 1946. 


Since the beginning of the Second World War, Australian exports have 
generally exceeded imports. However, it was estimated that in 1946 to 1947, 
total receipts and total payments balanced but that in 1947 to 1948 total 
imports would exceed total exports. In the first quarter of that year, on com- 
modity balance, imports exceeded exports by more than £A21 million. During 
the same period of 1946 to 1947, exports exceeded imports by £A30.4 million. 
This situation stems from a number of factors, the most important being the 
increase in deliveries of long outstanding orders for machinery and consumer 
goods, the prices for which had increased greatly. It is expected that New 
Zealand exports will continue to exceed imports. 

In mid-1947, Australia’s international currency reserves, almost entirely 
sterling, amounted to £A198.7 million, after allowing for a gift of £A25 million 
to the United Kingdom as a contribution towards expenditure incurred in 
the Pacific war, and after repaying oversea loans amounting to £A5.5 million. 
At that date, too, New Zealand holdings of sterling amounted to £NZ105 
million, allowing also for a smaller gift to the United Kingdom of £NZ12.5 
million. The size of these balances, which are little more than sufficient to 
meet current and future requirements, is accounted for largely by the war-time 
interruption of the normal flow of British exports to the two countries. How- 
ever, the balances were not being drawn on because of agreements with the 
United Kingdom Government to meet sterling and non-sterling payments from 
current income. 

The most important current problem affecting the foreign trade of the two 
countries has its roots in the deterioration of multilateral settlement, charac- 
terized by a traditional surplus to the United Kingdom and a traditional 
deficit with the United States which had to be paid in dollars, most of which 
were supplied through London. Thus both countries had to tighten their 
control of dollar expenditures when, in August 1947, the United Kingdom 
was forced to suspend automatic convertibility of sterling into dollars. 

For the year ending 30 June 1947, an official estimate of Australia’s balance 
of payment position with the United States and Canada showed a net deficit 
of almost $100 million.* Towards the end of 1947, a series of drastic cuts was 
applied to imports from dollar areas by reviewing import licences, thirty-five 
per cent of which were then cancelled. From official pronouncements it can 
be expected that future imports involving dollar expenditure will be subject to 
severe controls. 

For the eighteen months ending in mid-1947, New Zealand imported from 
the United States and Canada $35 million more than was exported. As in the 
case of Australia, requirements involving dollar expenditure are strictly con- 
trolled. 

A significant development in the foreign-trade picture was the increasing 
importance of trade between the two south-west Pacific countries and countries 
of Asia and the Far East. For Australia, the year ending 30 June 1947 saw an 
~ excess of exports over imports, amounting to £A26 million, as compared with 
an excess of imports over exports, amounting to £A6 million in 1938 to 1939. 
The most important source of imports in the area is now India and the most 
important customers are India and Malaya. Significant also in this new 


1This figure, mentioned by the Prime Minister in the House of Representatives, 
30 September 1947, does not allow for an unknown but considerable net investment of 
American, and to a smaller degree Canadian, capital in Australian industry in that year. 
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development for Australian trade is the substantial increase in exports of 
manufactured products, especially metal manufactures, machinery, drugs, and 
chemicals. New Zealand exports to India increased more than twentyfold 
between 1938 and the end of 1946. Exports to other Asian countries also 
expanded greatly and imports from this area, especially from India and 
Ceylon, increased. i 

Another noticeable development was the increased importance of the United 
States in the foreign trade of the two countries. Australian imports from, and 
exports to, the United States in 1946 to 1947 were more than ‘150 per cent 
larger (in value) than for the first pre-war year, 1938 to 1939. In 1946, New 
Zealand imports from the United States were seventy per cent greater (in 
value) than in 1938, and exports almost seven hundred per cent greater in 
value. Also of interest is New Zealand’s agreement with the French Govern- 
ment in 1947, whereby credits of up to £NZ5 million sterling would be pro- 
vided to purchase New Zealand produce over a period of five years. 


PROBLEM OF SHORTAGES AND Excess SPENDING POWER 


The heavy pressure of demand, exceeding available supplies and productive 
resources, and backed up by large accumulations of money, continued into the 
post-war period and there is every indication that it will continue during 1948. 
This situation had its origin in the changes which took place in converting 
from peace to war economy. Chief factors in this process were large export 
surpluses, large government expenditures financed by budget deficits through- 
out the war years, an increase in the money supply, a relatively small rise in 
wages and salaries, accompanied by shortages of consumer goods, whether 
imported or of domestic origin. At the same time, however, taxation was 
extremely heavy. The two post-war years have witnessed a large increase in 
the value of exports, although it was only at the end of 1947 that the export 
price index began to reach the level of the import price index. There was 
also a continuation of large government spending and private investment. 

Note should be made of the effect of the efforts to solve the housing situa- 
tion as an important element in the high demand situation. This, and a public 
works programme whose level is related to the current economic situation will 
be important for maintaining economic stability. 

Commonwealth Government expenditure in 1947 to 1948 is estimated at 
about £A427 million, or about four times that in the last pre-war year. Almost 
all of the revenue to cover these expenditures will be raised by taxation. Of 
this sum about £A77 million will be used for social services, a fivefold increase 
over pre-war figures. 

New Zealand’s 1946 to 1947 expenditure from its Consolidated Fund 
amounted to £NZ103.6 million, a threefold increase over the same expendi- 
ture in the last pre-war year. As in the case of Australia, taxes will provide 
most of the revenue to cover this expenditure. This figure does not include 
direct war expenditure. Over the same period, expenditure on social services 
also increased threefold, amounting in 1946 to 1947 to £NZ36.8 million. 

Although the transition back to a peace-time economy has been com- 
paratively smooth, it has not been possible, however, to satisfy the pent-up 
demand for both capital and consumer goods. Local production can satisfy 
but a part of this demand. By agreement, sterling balances accumulated in 
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London are not immediately usable and imports are therefore limited. Further, 
a shortage of dollars has also limited imports from the United States and 
Canada. Table 27 gives some indication of the development of the pressure 
of excess spending power over the past nine years. 


Table 27 


NOTE CIRCULATION, SAVINGS BANK DEPOSITS AND WAGES IN AUSTRALIA AND 
New ZEALAND, 1939-1947 


Wages® 


pecs ran pavinay penis Genouts Australia> ees N.Z.> 

tei £N.Z. Sere £N.Z. (1936/37--1938/39 = 100) 

B30 F eS. Ls 47.5 12 245 79 106 104 
PTO Se « a fn 14.8 244 74 107 105 
nS Beier 66.9 17.4 266 84 114 111 
Le VS 100.9 21.5 309 96 ne 116 
BOBO Sha, on) 138.4 27.6 414 113 131 , 120 
OC 187.6 32.1 517 130 133 121 
| el 185.5 ce) 623, 151 134 134 
BOtO Re oe. ow d 197.7 38.2 654 167 135 136 
ea en 201.6 40.3 664° 177° 145 138 


; Source: Commonwealth Bank of Australia, Annual Report, 1947, and Statistical Bulle- 
, October 1947; New Zealand, Monthly Abstract of Statistics, July and August 1947; 
Statistical Office of the United Nations, Monthly Bulletin of Statistics, No. 11, 1947. 


a Average hourly rates. The “real’’ wage index over this period rose only from 101.5 
to 109.9 in Australia and from 113.7 to 126 (base 1926-30 = 100) in New Zealand. 


b June averages. 

© Weekly averages. 

4 End of calendar year. 
© September. 


Action by the authorities to curb the upward movement of prices has, on 
balance, and by comparison with experience in most countries, been successful. 
_-Measures adopted include wage pegging (during war-time), price controls and 
rationing, subsidies to keep down the cost of living, control of consumer credit, 
of rent and capital issues, as well as exchange and import controls. Effective 
rationing of many consumer goods made possible an effective price control 
and so limited price increases that the rise in the cost of living was one of the 
lowest in the world. Indeed, the total rise in food costs in Australia and New 
~ Zealand between 1939 and 1947 was less than the rise in the United States 
between mid-1946 and the end of 1947. Although during 1947 there was a 
tightening of control of imports from the United States, there was a relaxa- 
tion of some other controls in both countries. It is government policy to retain 
controls until shortages have disappeared. The relatively moderate rise in the 
price level, caused by the pressure of excess spending power, is shown in 


table 28. 
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Table 28 


INDEXES OF COST OF LIVING AND WHOLESALE PRICES IN AUSTRALIA AND NEw 
ZEALAND, 1939-1947 


(1937 = 100) 
Australia New Zealand 

Cost of Wholesale Retail prices, Wholesale 

living prices all groups prices 
19359 os in evict ate 105 100 107 105 
ONO Nec ess cata its Ss 110 110 112 117 
Oa Oe kok gee W5 117 116 128 
19424 240 5 ey 125 131 120 139 
he Reo ie alerted 129 138 123 148 
LS Oc eee eer 129 139 125 152 
hy aoe as 129 140 123 153 
MIAG Che eee tian. 131 140 123 155 
OA ONT Sess GE acca 136 (Sept.) 153 (Oct.) 126 (Sept.) 157 (July) 


aha atda Statistical Office of the United Nations, Monthly Bulletin of Statistics, No. 12, 
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Chapter 3 
ASIA AND THE FAR EAST 


GENERAL BAGKGROUND 


_ In this chapter an attempt is made, on the basis of the rather sparse informa- 

tion available, to sketch the economic conditions in the region that falls within 
the geographical scope of the Economic Commission for Asia and the Far 
East. In this region, which at the time it was drawn into the Second World 
War had not yet as a whole achieved any high degree of economic advance- 
ment—the vast majority of its predominantly agricultural population still 
living on a bare subsistence level—the various countries are struggling ardu- 
ously with the difficulties of rehabilitating their war-shattered economies. Many 
of them had suffered extensive physical devastation and all experienced serious 
dislocation of production, transport, trade,*and finance caused by the war. 
Civil strife which has followed in its wake in various parts of the region has 
added to these difficulties and places further hindrances in the way of speedy 
reconstruction. 

The most serious factor retarding the economic revival of large parts of 
the region is the insufficiency of agricultural production to relieve persistent 
shortages of food. Shortages of other essential supplies for local consumption 
and for export, inability to import on a requisite scale for lack of usable foreign 
exchange, especially of direly needed United States dollars, shortage of pro- 
ductive equipment and implements, and absence or inadequacy of transport 
acilities, are other contributory factors hampering reconstruction, which is 
further impeded in several instances by rampant inflation. 

Steps have been taken or are actively planned by the governments in the 
various countries to increase production, improve transport and otherwise to 
promote recovery. While these measures have already shown some encouraging 
results, they are but a beginning. Most of the needed reconstruction still 
remains to be done, as will be’seen from the survey made below of conditions 
in the principal fields of economic activity. 


Foop AND AGRICULTURE 
Basic SITUATION 


Throughout the region, including Japan and Korea, there live an estimated 
1,125 million people, or over one-half of the world’s population. Agriculture 
accounts for nearly three-fourths of the region’s gainfully occupied population. 

The consumption pattern is that of a population living on a subsistence 
level. More than fifty per cent of the income is expended on food, twenty to 
thirty per cent on shelter and clothing, and five to six per cent on fuel and 
light, little being left for the satisfaction of other wants. Of the foodstuffs 
consumed, by far the largest share is comprised of plant foods; hence the 
diet is mainly vegetarian, lacking fats, proteins and vitamins. Housing facilities 
are very poor, especially in the urban areas, and owing to destruction during the 
war, extreme timber shortage and absence of building activity after the war, 
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dwelling conditions for the “common man” are appalling in most cities of 
Asia. In China alone, forty-two million people were estimated to have been 
displaced from their normal abode during the war, and in the troubled con- 
ditions of civil war this number may not have been greatly reduced subse- 
quently. The partition of the Indian sub-continent into India and Pakistan 
involved the migration of more than eight million people. ; 

There is serious shortage of staple food grains in large parts of Asia. Rice 
is the most important cereal in the dict of the people. Two-thirds of the Asian 
inhabitants are estimated to be rice-eating and one-sixth predominantly wheat- 
eating. Corn, millet, kaoliang, sweet potatoes, barley, and oats are consumed 
when neither rice nor wheat is available or as additional items in the meagre 
diet. Millions of people are living under the threat of starvation because of 
floods, droughts, plagues, and difficulties of transportation, the incidence of 
these various factors being enhanced by political disturbances. The population 
growth adds to the pressure on the scarce material resources, particularly in 
those areas of low economic activity that were subjected to Japanese occupation 
during the war. Only Siam, Burma and Indo-China, the traditional food 
surplus territories of the area, appear to have maintained, by and large, their 
pre-war dietary levels. In certain parts of India, Malaya and China, food 
consumption per head is reported to have shrunk to less than eighty per cent 
of what it was before the war; in other parts of China, in Korea, the Philip- 
pines, and Java it varies between eighty and ninety per cent of the pre-war 
standard. Local famines erupt from time to time in China and have also 
occurred in India in recent years. Urban rations in India presently allow for 
only seventy-five per cent of pre-war consumption.’ 

During the war, draught animals perished or were slaughtered, irrigation 
works and agricultural tools and implements deteriorated or were destroyed 
over vast areas of the Far East. Fertilizers were not available, since imports 
were in large measure halted and local production was practically paralysed. 
The forced requisitioning of food by the Japanese army caused great tracts of 
land in the occupied territories to be left fallow. Since the war, the rehabilita- 
tion of agriculture has been slow in most countries of the East owing to such 
diverse factors as disintegration of the economic organization and government 
administration, the breakdown of transport facilities impeding the shipment of 
goods from surplus to deficit areas even within single countries, and lack of 
foreign exchange with which to pay for imports of equipment, fertilizers and 
quality seed, as well as of insecticides and veterinary medicines to curb rampant 
plant diseases and animal plagues. Furthermore, in certain parts of the 
region runaway inflation tends to discourage the farmers from expanding pro- 
duction beyond their own immediate requirements. 


AGRICULTURAL PRODUCTION 


Foodstuffs 


Cereals. Under the burden of the manifold impediments referred to above, 
which obviously vary in prevalence from country to country, there was no 
noticeable improvement in the region’s cereal crops as a whole in 1946/47 
as compared with 1945/46. 

The rice crop harvested in the 1946/47 crop year, though nearly five per 


* Report of the Secretary-General of the International Emergency Food Council to the 
third meeting of the Council, February 1947, page 57. 
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cent larger than that of the preceding year, still fell short of the pre-war aver- 
age by some six to seven per cent. Of the two largest producers—as will be 
seen from the statistical summary given in a subsequent chapter, “The World 
Food Situation”—China was still in 1946/47 about 6 million tons short of its 
pre-war average crop of 53.5 million tons, while the crop in the combined 
territories of India and Pakistan was somewhat larger than the pre-war 
average crop of 39 million tons. This increase did not keep pace with the 
population growth. Simultaneously the imports of food which used to come 
from Burma and other countries before the war were greatly reduced. 

A five per cent decline in the rice crop of the Indian sub-continent is foreseen 
for the 1947/48 crop year. In Japan, damage from typhoons and floods which 
have occurred in the current crop year is likely to reduce the rice crop (11.5 
million tons in 1946/47) by some three per cent. Also in Indo-China, formerly 
a rice exporter, whose production had dropped by 1946/47 to barely two-thirds 

_of its pre-war volume, a further crop reduction is anticipated for 1947/48. In 
China and Korea and in Malaya somewhat larger rice crops than were 
harvested in 1946/47 are in prospect for 1947/48. Somewhat improved crops 
are also anticipated in Burma and Siam, traditional rice exporters, whose 
production and exports in 1946/47 were, however, still far below their pre-war 
averages. Rice exports in 1947 are estimated at only 0.8 million tons from 
Burma and 0.4 million from Siam, as compared with 3.5 and 1.7 million tons, 
respectively, exported by the two countries in 1939. In the region as a whole 
the 1947/48 rice crop now being harvested approximates that of the preceding 
crop year. 

An estimated reduction by nine per cent in the wheat crop of India and 
Pakistan contrasts with improved crops in China and Japan of that cereal, 

_Amportant among the supplementary items in the average Asian diet. As the 
region’s output of other foodstuffs, commented upon in some further detail 
below, is reported to have been substantially maintained, it would appear that, 
on balance, aggregate food production in the current crop year barely equals 
the inadequate output of 1946/47. 

Sugar. Owing to the troubled political conditions in Indonesia, sugar pro- 
duction in Java, averaging about 1.5 million tons before the war, has not so 
far revived from the low level to which it dropped during the Japanese occu- 
pation. Philippine production, reported to have amounted in 1946 to barely 
1.5 per cent of the pre-war output of 852,000 tons, is estimated for 1947 at 
18.5 per cent of that figure. By contrast, India’s sugar production expanded 

‘from a pre-war average (1935 to 1939) of about 3,350,000 tons* to nearly 
3.6 million tons in 1943. It dropped subsequently to less than 3.3 million tons 
in 1945, however, and a continued decline (approximately 2.5 per cent) is 
reported for 1946. Owing to reduction in sugar-cane acreage under the Grow 
More Food Grains Act (1945), a further shrinkage of the output is antici- 

_ pated for 1947. 

Oils and fats. With the notable exception of the Philippines, whose produc- 
tion and exports of copra have of late been remarkably expanded, Far Eastern 
output and consumption of fats and oils generally remain far below pre-war 
levels. The shortage of fats is particularly marked in Japan, owing mainly to 


1This and subsequent production figures quoted for India represent refined sugar 
content of brown sugar produced. 
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the decline in the whaling industry. Malaya and Indonesia have begun to 
resume vegetable oil exports on a moderate scale. : 

Meat and fish. In large parts of the region serious depletion of the generally 
sparse livestock herds was caused during the war by military requisitioning, 
emergency slaughter, outright destruction, and widespread diseases that could 
not be checked for lack of veterinary supplies. In China the reduction ranged 
from twenty per cent of the pre-war livestock population in some provinces 
to forty per cent in others. Rebuilding of herds is necessarily a slow process, 
especially where impeded by shortage of feeding stuffs. 

War operations wrought havoc among fishing boats and implements. On 
V-J Day, half of China’s fishing equipment was gone, and what remained 
was greatly impaired by lack of maintenance. Subsequently UNRRA 
rendered precious assistance in rehabilitating fishing in China, with the result 
that a significant increase in the fish catch is reported. Substantial additions 
of motor-powered tonnage have also been made to the devastated fishing fleets 
in the Philippines and Indonesia, where ambitious plans have been drawn up 
to expand the fish catch beyond pre-war high levels in the near future. 


Commercial and Industrial Crops 


Tea. Tea production since 1942 has been inadequate to meet the world’s 
requirements. Effective world demand is estimated at 860 million pounds, 
while the visible supply in the 1946/47 tea year totalled 704 million pounds, 
thus leaving a deficit of over 150 million pounds. The chief producers, India 
and Ceylon, which have maintained their output at pre-war rates, supplied 
ninety-six per cent of the 1946 exports. Both countries have greatly expanded 
their internal consumption, from a total of 107 million pounds in 1939 to an 
estimated total of 157 million in 1947. Tea production in China, Indonesia 
and Japan has declined substantially because of war devastation. The expecta- 
tions for 1947 were that not more than 20 million pounds would be forthcoming 
for export from these countries. Since the tea plant requires four to five years 
of growth before it can produce suitable leaves, reconstitution of pre-war 
supplies cannot be expected before 1950. 

Cotton and other fibres. The principal clothing material used in Asia is 
cotton, although silk and wool are also of importance. Before the war only 
India and China, among the countries of the Far East, were significant pro- 
ducers of cotton, and India alone was an exporter of raw cotton. Owing to 
the devotion of a larger proportion of the cultivated area to food crops on 
the one hand, and the expansion of domestic processing of textiles on the 
other, the supply of raw cotton for export from India has declined considerably 
during and since the war. China’s production of raw cotton in 1936 was 
848,800 metric tons. At the end of the war it had fallen to 258,100 tons, but 
according to latest information, production in 1947 had recovered to 550,000 
tons—still far short of requirements. 

Cotton-growing was promoted in various parts of South-East Asia during 
the Japanese occupation and has been continued since the war in view of the 
shortage of cotton apparel. The future will show whether this production is 
economically warranted under more normal circumstances. 

‘ India and Pakistan account for about ninety-eight per cent of the world 
production of jute. The growing areas are centred in Bengal, which now falls 
mainly within Pakistan. During the war years, the jute area was restricted by 
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the government in view of the food shortage. Subsequently, while prices were 
favourable, production was somewhat increased to keep the jute mill industry 
employed. In 1947, however, production fell considerably, a great proportion 
of the jute land having been diverted to rice-growing. In the Philippines where 
abaca (Manila hemp) accounted, before the war, for ten per cent of the total 
value of exports, the recovery in the production of that fibre has been rather 
slow, owing to lack of skilled labour and to difficulties regarding title to 
former Japanese-owned estates. No revival of production and export of fibres 
has taken place so far in Indonesia, which before the war had become a large 
exporter of fibres. 

The principal producers of raw silk in Asia were China and Japan. While 
Japan produced three-fourths of the visible world supply in 1934 to 1938, 
one-tenth was accounted for by recorded Chinese production. In addition, 
there was in China, a large unrecorded production of raw silk. The wholesale 
destruction of mulberry trees during the war greatly narrowed the production 
basis for natural silk. Troubled monetary conditions, shipping difficulties and 
shrinkage of export markets caused further decline in the output of raw silk 
in both Japan and China. By 1946, their recorded production had dropped 
to ten per cent and fifty per cent, respectively, of the pre-war volume. The 
development of synthetic substitutes for the natural product makes it highly 
improbable that raw silk will regain its pre-war position. 

Rubber and tung oil. Rubber production in the region recovered to the pre- 
war average in 1947 as a result of large tappings in areas where normal pro- 
duction facilities had been restored. In Indonesia, the largest source of supply 
in Asia before the war, production is still only one-half of the pre-war volume. 

Owing to the development of supplementary synthetic production, natural 
rubber seems to be the only raw material of vegetable origin for which there 
may be a potential surplus, a large part of the acreage planted with rubber 
trees still remaining untapped. 


Table 29 


WORLD PRODUCTION AND CONSUMPTION OF RUBBER 
1946 and 1947 
1946 1947 
(estimated) 
(Thousands of long tons) 
Natural rubber production: 


Malayalent cat, £5 dis8 27 pceslen 404 621 
Podonesiauti 7). us Roe rR ce. ite ss) _ 288 
PeestyoreASia. © CFL Jit ed. eh oh 171 232 
eatin AmeniCaek, oak); cs hatter) sttis 40 52 
Other sources foiieis). se). 58 Res 46 42 
836 1,235 

Synthetic rubber production: 
United States and Canada........ 790 600 
1,626 1,835 
Estimated world consumption........ 1,472 1,730 


Source: Rubber Statistical Bulletin, Vol. 2, September and October 1947. 
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Tung oil is a traditional monopoly of China. Before the war China pro- 
duced 120,000 tons per year. Owing to destruction and dislocation of trans- 
port, production dropped sharply during the war and had practically ceased 
by 1943; although substantial quantities were again exported by 1946 these 
were very far short of the pre-war average. As tung trees require three years 
to mature, no significant increase in output can be expected before 1949. 


Measures to Improve the Supply Position 


Rehabilitation programmes have been drawn up in the various countries 
of the region to promote expansion of food production. With the assistance 
of UNRRA, China achieved the restoration of the Yellow River to its original 
course, whereby about 2.3 million acres of cultivable land have been re- 
claimed. UNRRA has also assisted in re-equipping the fishing industry and 
has been instrumental in setting up a National Agricultural Engineering Cor- 
poration and providing local centres for manufacture and distribution of agri- 
cultural implements. Additional projects look to the completion, within a 
three-year period, of the effective irrigation of approximately 270,000 hectares 
of land, with the anticipated result of increasing the annual production of rice 
by 200,000 tons. 

India is pursuing a plan for increasing its food-grain production. The target 
set by this plan is an increase, by 1951/52, of three million tons in the annual 
output of food grains. The schemes devised to this end cover research, improve- 
ment in fertilizers, implements and irrigation, and technical training of per- 
sonnel. Similar, though less comprehensive, programmes exist in other Asian 
countries. 

Siam’s agricultural rehabilitation plans fell far short of their target in 1946. 
Export commitments under the rice procurement programme could not be 
met. Shortage of draught animals, adverse weather conditions, and low prices 
applied in government purchases seem to have been the principal factors 
hampering the recovery in agricultural production. 

Burma’s agricultural restoration has been impeded by floods, transportation 
difficulties, and shortages of basic consumption goods. The land tenancy prob- 
lem, however, presents a more fundamental difficulty. Disputes concerning 
the payment of rent and the eviction of tenants seriously interfered with the 
realization of the agricultural goals in 1946. 

A rice conference is planned to be held in Asia in 1948 under the auspices 
of the Food and Agriculture Organization to assist in the realization of plans to 
improve the critical rice situation confronting the countries of the Far East, 
while the Economic Commission for Asia and the Far East, at its second 
session held in November 1947 at Baguio in the Philippines, made arrange- 
ments to secure fruitful joint efforts by the two bodies towards the agricultural 
reconstruction and development of the region. 


INDUSTRY 


In those parts of the Far East that were subjected to enemy occupation 
during the war, industry suffered serious dislocation if not complete paralysis, 
while in those other parts which were actively associated in the war efforts of 
the Allies the industrial equipment was exposed to the strain of incessant 
intensive use, causing considerable deterioration of machines that could not 
be adequately maintained. War damage to public utilities, and wear and tear 
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on what installations and equipment could be kept in use, have drastically 
curtailed the supply of electric power, gas and water in the industrial centres 
in many countries of the region, and have accordingly hampered their in- 
dustrial recovery. Recovery has been held back also by lack of the foreign 
exchange necessary to purchase new, or to replace obsolete, machinery and 
by lack of domestic capital formation. Inflation and political unrest are 
further slowing down reconstruction. Finally, the undernourishment of workers 
that has resulted from the shortage of food is in no small part responsible 
for the decline in industrial output. 


Post-war mineral production is below pre-war levels in practically all the 
devastated countries. Destruction of mining installations and oil refineries, for 
the restoration or replacement of which requisite capital and materials are 
lacking, has so far prevented resumption of oil production in Burma. In 
Indonesia, oil production in 1947 amounted to only five per cent of the pre- 
war output. 


Tin mining in Burma at present is negligible. Production in Malaya is about 
fifty per cent of the pre-war output. In Indonesia, where some new dredges, 
ordered during the war, were available, production has recovered to about fifty 
per cent of the pre-war level. 


In the Philippines, restoration of gold and iron production is delayed by 
technical obstacles, while silver production has risen slightly above, and coal 
production well above, pre-war levels. 


Mineral production in China is only a fraction of what it was before the 
war, and owing to dislocation of transport and other disturbances, the ore 
mined cannot be made readily available for export or. to domestic industries 

“in acute need of it. 


Textile manufacturing in the region lags far behind the needs. In China, 
whose cotton spinning and weaving industry before the war produced about 
55 million kilogrammes of yarn and nearly 1,100 million metres of cloth 
annually, the output of cotton products has greatly declined. Only some 
3 million cotton-spinning spindles have been operating in 1947, compared with 
5 million spindles installed before the war and an estimated 12 million that 
would be required, according to Chinese authorities, to make the country 
self-supporting in cotton manufacture at a reasonably satisfactory level of 
consumption. 


India’s cotton cloth production, averaging nearly 3,800 million metres in 
1937 to 1939, rose to a war-time peak of 4,450 million in 1943, but fell back 
to but little over 3,500 million metres in 1946 and may prove to have declined 
further in 1947, as the domestic raw cotton supply shrank (for reasons 
referred to in the preceding section of this chapter), and the number of hours 
worked in the mills contracted in consequence of abolition of the three-shift 
system. Similarly, India’s cotton yarn production, having risen from a pre-war 
average of 560 million kilogrammes to a peak of 762 million in 1943, dropped 
to 600 million kilogrammes in 1946 and continued receding in 1947. 


The extreme contraction which has overtaken what was once the region’s 
largest source of textile manufactures is shown by the following figures sum- 
marizing Japanese production in different branches of the textile industry. 
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Table 30 
TEXTILE PRODUCTION IN JAPAN, 1937-47 


Product het ta 1937 1939 1941 1943 1945 1946 19478 
(Millions) 

Cotton cloth ..... Square metres 4,036 2,467 1,111 906 46 202 (590) 

Cotton yarn ...... Kilogrammes 720 506 318 113 26 59 (137) 

Rayon yarn ...... Kilogrammes 152 108 IOP 23S 4 (7) 

Staple fibrew sic a. Kilogrammes 80 213 7e% 13555 10 3 (8) 

Wool yarn ....... Kilogrammes 67 56 4) ©2042 565 Sloe) 


Source: Statistical Office of the United Nations, Monthly Bulletin of Statistics. 

a Annual rate estimated on the basis of monthly data available. 

By the end of the war, Japan was left with only 3.8 million of its pre-war 
11.5 million cotton-spinning spindles. 

Japan has fared no better in other industries, particularly the heavy in- 
dustries, a field in which India made substantial progress during the early 
years of the war. The incipient heavy industries in China, apart from Man- 
churia, were all but annihilated by the enemy aggression that preceded the 
world-wide war. They have as yet been restored only in part and are not 
capable of satisfying any large proportion of the requirements, which have 
meanwhile greatly increased. Relevant production data, so far as available 
for the three countries, are given in table 31. 


It will be noted that the trend of Japan’s manufacturing production as a 
whole was markedly downward from 1941; steel production culminating two 
years later, in 1943, came almost to a complete halt for some time after V-J 
Day, and had by 1947 recovered only to twelve per cent of the 1943 volume. 
India’s iron and steel production also declined, though much more slowly, 
during the latter part of the war and the first post-war year; in the first half 
of 1947, a revival set in which brought pig iron production to about eighty 
per cent, and steel production to ninety per cent, of the war-time peak. 


In all the countries of the Far East, except Japan with its highly developed 
and diversified industrial system, foreign capital has played a predominant 
part in the development of the major industries. The large foreign investments 
made in the industries of India and Ceylon prior to the war were pre- 
dominantly British. During the war much of-this capital found its way back 
to Britain. In Burma, Siam, Malaya, Indo-China, the Philippines, and In- 
donesia, foreign capital has fostered the development of teak, rubber, and 
vegetable oil production, mineral extraction and oil refining. In China, before 
the war, foreign investments controlled practically all the railways, two-thirds 
of the shipping industry, most of the iron mines and over half of the coal 
production, while small-scale industries as a rule were run with Chinese capital. 
Small-scale, light industries, in fact, offered a favourable field for native 
capital throughout the region. The tendency of domestic capital to assume 
an increasing share in the development of major industries also, a trend that 
began to assert itself some time before the war, has gained in force with the 
political changes brought about or precipitated by the war and is manifesting 


itself most actively in India and China and also in the Philippines and Indo- 
nesia. 
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Table 31 
EVOLUTION OF OUTPUT OF SELECTED INDUSTRIES IN Japan, Inpia, Pakistan 


AND Cuina, 1937-47 


1937 1941 1943 1945 1946 1947a 

Japan: 
Index of industrial production: 

Hota’ production (:4...5005..040.a08 100 123 110 38 TOR e242) 

ML aTALACturi ngs ..s.rsd..0cv- eos eeesensaen 100 123 108 36 Gy (C0) 

NANT TD Se tetas OR Mae Woe eh St 100 121 131 51 405 (Gem ae) 

Unit of 

s ; measurement 
JEA¥Es SO} Oy cee eee 1,000 tons’ 2,304 4,236 3,984 504 [30 G35 0m) 
Steel gars .. 2802 PEERS 1,000 tons’ 5,796 6,840 7,724 1,068 5927 950;") 
(Cente eee ce eee 1,000 tons’ 5,832 5,832 3,768 1,176 924 (1,400 ) 
SOE SEP ee 1,000,000 tons 45.3 55.6 BG) 22.6 20:44 425:-5) 
LeGEICY ty ose. ..---7 1,000 million kwh DT) 34.0 34.8 20.1 Zila (Ons 220) 
India and Pakistan: 
TPIS SokOva pect eee A ce RAS 1,000 tons 1,655 2,040 1,776 1,356 1,344 (1,620 ) 
SESE ge, eas eee ee 1,000 tonsh 924 LP 396mel S80ms 12296ne 15248 ae 1250p 
(AS CS SR NE oe 1,000 tons 1,140 2,124 2,148 2,244 2,052 (2,000 ) 
Ci cos aera eae 1,000,000 tons B27 26.5 23.1 26.4 ASC PRS) 
BECtFICItyS se... 1,000 million kwh 2.04 2.6 7 3.8 raed) (( 58) 
China:® 1936 
De TER De eet epemeenealens haere 1,000 tons’ 800 < 42 ye f f 
EGE petetn Se ae eae 1,000 tons’ 400 a — = f f 
(OSTA ERY Uaaec ee eee ee eee ee 1,000 tons’ 6008 we as nnn 165) Ge4 00S) 
(eg es.ch sees eames 1,000,000 tons» 41.0 Se ae ee 18.5) (ee to.0)) 
Electricity (2026... 1,000 million kwh 4.0 Bas # Sail ipa (( 3) 


Source: Statistical Office of the United Nations, Monthly Bulletin of Statistics; League 
of Nations, Statistical Year-Book. 

. . Not available. 

4 Annual rate estimated on the basis of monthly available data. 

b Metric tons. 

¢ British provinces only; excluding energy generated by the Public Works Department 
and military stations. 

d 1938. 

© The pre-war figures shown include production in Manchuria as follows: pig iron 
and ferro alloys 647,000 tons; steel ingots and castings 344,000 tons; coal 13 million 
tons; electricity 1,300 million kilowatt hours. The figures shown for cement, coal and elec- 
tricity production in 1946 and 1947 are estimates based on the recorded output of plants 
under the control of the National Resources Commission, accounting in 1947 for the 
following shares in the total production of each of the three commodities: electricity 65 

“per cent, cement 50 per cent, and coal 36 per cent. With reference to iron and steel 
production see footnote £ below. 

t Iron and steel works under the control of the National Resources Commission are 
reported to have turned out 31,000 tons of pig iron and 17,000 tons of steel in 1946. 
Steel production in NRC-controlled plants in 1947 would appear, at the rising rate 
reported for the first six months, to have exceeded 50,000 tons. Corresponding 1947 
data for pig iron are not available, nor has information been received as to the proportion 
which the above production bears to total output of pig iron and steel, respectively. 

& 1934. 


In line with this development, the matter of technical education and train- 
ing is now receiving special attention on the part of government authorities 
in the region. University education in Asia, though highly developed in certain 
Bepectastias so far laid emphasis principally on the arts, while little attention 
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has been paid to technical subjects. As a general rule workers in Asia, again 
with the exception of Japan, only acquire skill “on the job”, without adequate 
knowledge of the basic principles governing the technical work they are set to 
perform. Experimental beginnings in teaching those principles to men already 
manually skilled have, however, been made with encouraging results in India 
and China. In the Malayan Union and Singapore, telecommunication, sur- 
veying, and engineecring-design apprentices are trained in the field by public 
works authorities. Modern tin dredges have been in use for years in Malaya, 
and workers have been trained in their operation. In the Philippines, the 
government-owned Agricultural Machinery and» Equipment Corporation is 
training men in the use of tractors and agricultural tools. 


Governments in the countries under Japanese occupation were unable in 
most cases to prepare for post-war reconstruction by providing opportunities 
for their nationals to receive advanced training abroad. The Chinese Govern- 
ment, however, instituted a programme under which over 1,500 Chinese 
nationals have received or are receiving intensive training in the United 
States, for the greater part under Lend-Lease arrangements, and chiefly in 
the economic field. Moreover, between 1941 and 1947, according to a state- 
ment by the Ministry of Economic Affairs, 4,383 workers in various industries 
and 6,677 workers in government administration received training in China 
and further plans for vocational and industrial training are under considera- 
tion by the Chinese Government. 


Various schemes to promote the technical education and training abroad and 
at home, of Indian students and workers have been put into operation in recent 
years. For the year 1947-1948, the Indian Government has furnished 180 
scholarships of different kinds, mainly for studying engineering, agricultural 
techniques and animal husbandry, in foreign countries. On the recommendation 
of a scientific man-power committee a programme has been instituted to pro- 
vide financial assistance for the training at universities and assimilated tech- 
nical institutions in India of some 27,700 professional engineers, while as a 
correlative measure, all industrial establishments have been obligated by law 
to admit technical trainees for practical work. Another scheme which came 
into effect in January 1946 is designed to provide for the technical training of 
30,000 demobilized soldiers per year in agriculture, cottage industries, com- 
mercial occupations, and other trades. 


Similar measures are being attempted or are contemplated by the authorities 
in several other countries of the Far East as an integral part of their industrial 
reconstruction and development plans. In the study programme of the United 
Nations Economic Commission for Asia and the Far East, particular attention 
is accordingly given to the problems of technical education and training of 
the peoples of the region. 


TRANSPORT AND COMMUNICATIONS 
SHIPPING 


With a continental coastline of some 20,000 miles and outlying archipelagos 
of vast extent, Asia is highly dependent on sea transport, not only for its trade 
with the rest of the world, but also for communications among the different 
countries of the region, and for their domestic trade and transportation. 
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In the past, European countries held the major share of the Asian shipping 
trade. Great Britain’s share was the greatest; that of the United States was 
almost negligible, except in the case of Philippine shipping. In the late inter- 
war years, the distribution by national flags of the shipping engaged in carrying 
the trade of China and the five major trading countries of South East Asia was 
the following: 

Table 32 


PERCENTAGE DISTRIBUTION BY NATIONALITY OF TONNAGE OF MERCHANT 
VESSELS ENTERED AND CLEARED IN 1936-39 


Nationality of Indo- 
vessels China China Siam Malaya Indonesia Philippines 

er a ae 17.6 39.2. \, ,.26.4 34.4 30.7 31.0 
DoS eS ee 4.0 7.6 13.4 25.6 46.7 7.1 
Je a 5 2035 we me 5% 0.5 
Norwegian ....... aw ee 25.6 6.6 9.4 10.1 
A a ee - $4 29 ae 3 ive 
Vo 51.6 9.6 14.3 12.0 Pah) 21.6 
Other (including 

domestic) ..... 21.6 16.8 10.4 21.4 10.3 42 Be bes 


SEAS a is wn 5) 0558 100.0 100.0 100.0 100.0 100.0 100.0 


Source: Institute of Pacific Relations, An Economic Survey of the Pacific Area, Part 
II, Transportation, by Katrine Greene (New York, 1942). 

. . Not available. 

4 Including ten per cent United States tonnage engaged in oversea shipping. 

War losses have wiped out most of the Japanese merchant fleet, which has 

runk in size from 5.6 million gross tons in 1939 to 1.1 million in 1947. The 
Pauley Report recommended a total of 1.5 million tons for Japan’s post-war 
merchant marine, but the ceiling for shipbuilding and repair facilities was 
subsequently set at a level permitting the construction of 150,000 gross tons 
annually and the servicing of a merchant fleet of three million gross tons. 
Until a peace treaty has been signed and agreement has been reached re- 
garding the nature and the permissible level of Japanese shipping in the 
future, Japan remains an unpredictable factor in shipping in the Far East. 

In 1937, China’s merchant fleet of steam and motor ships totalled 600,000 
tons. By V-J Day, it had been reduced to but little over 80,000 tons. It has 
subsequently been augmented by ships taken over from the Japanese or pur- 
chased from abroad. At the present time, according to statistics compiled 
by the Navigation Bureau of the Ministry of Communications, China has 1,017. 
sea-going vessels and 1,601 river boats, totalling 808,815 tons. 

India, before the war, had almost no oversea shipping trade of its own and 
_ controlled only about thirty per cent (135,000 tons) of the vessels engaged in 
coastwise trade, including trade with Ceylon and Burma. Shipping losses 
during the war were 34,000 tons, but in December 1946 the total shipping ton- 
nage was 200,000. Ships at present under construction will add another 150,000 
tons to that total by the end of 1948. 

Of the Dutch merchant tonnage regularly servicing the Netherlands Indies 
before the war—over one million tons largely engaged in inter-island and 
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regional transport—about one-half was lost during the war. By mid-1947, 
761,000 tons of ocean-going vessels were again in service. 

During the war, in most of the countries occupied by the Japanese a large 
proportion of the small craft used for inland transport or coastwise trade was 
destroyed or put out of commission. Many harbours were silted up, ship- 
building came to a standstill, and shipyards and port installations were de- 
molished or deteriorated for lack of maintenance. Since the Japanese sur- 
render, a great deal has been accomplished in the way of repairing port 
facilities in the region and improving them by deepening harbour entries; 
yet much remains to be done in this respect. 

Endeavours are being made in practically all Asian countries to encourage 
national shipping by various means and to promote the development of the 
national merchant fleets. In China foreign firms are now excluded from coast- 
wise and internal shipping. In India a commission was set up in 1945 to study 
the possibilities of a national shipping policy which would increase India’s 
participation in the trade within Indian waters and between Indian ports and 
the outside world. The recommendations of the commission have been accepted 
in principle by the Indian Government. The avowed goal is to reserve the 
coastwise trade of India for Indian ships and to have seventy-five per cent 
of the kindred coastwise trade with Burma and Ceylon carried by Indian 
ships within the next five to seven years. Endeavours will also be made to 
capture a substantial part of the oversea shipping trade. Similar though less 
ambitious plans exist in other Asian countries, but it is realized that their 
execution will be difficult. Since shipyards are overloaded with orders and 
already existing tonnage may not prove easy to purchase on the requisite 
scale, substantial difficulties have to be overcome. Even if ships should be 
available, the new lines would have to prove their ability to meet the challenge 
of foreign competition. 

National marine schools have been opened or expanded to train native sea- 
men to take their part in the programmes outlined. In Indonesia indigenous 
companies are supported and ships are given them on credit to promote a 
national shipping policy. Siam’s share in its external shipping is now about 
six per cent, after’a recent purchase of vessels. The Government of the 
Philippines has been able to purchase or charter a considerable number of ships 
from the United States. With American aid, a large shipyard will be built, 
comprising four docks to accommodate ocean vessels; the Philippines ocean 
shipping fleet has increased from 82,248 tons in 1936 to 100,004 tons in 1947. 
The tonnage of vessels plying on inland and coastwise waterways in the 
Philippines is still only about one-third of the pre-war figure. The Asian 
countries hope that their endeavours to develop national merchant marines will 
help to alleviate their balance of payment difficulties. 

Owing to the great reduction in the physical quantity of exports and imports 
of the area, merchant shipping, as measured by tonnage entered and cleared 
through the ports falls short of its pre-war volume. In China the total for 
1946 was only one-seventh of the pre-war total, and even in India the pre-war 
tonnage has not been reached. 


RAILWAY TRANSPORT 


The railway facilities of the region as a whole were mostly in an early stage 
of development before the war. As a result of the war and of post-war strife 
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in various parts of the region, e.g., in China, Indonesia, and Indo-China, 
transport conditions have greatly deteriorated. Entire lines were broken up, 
bridges and tracks, locomotives and other rolling-stock went out of commission 
or were destroyed. Substantial expenditures of capital, materials and labour 
will be required to reconstruct the former rail transport system. 

A comparison of the pre-war railway facilities of the several countries of 
the region is made in the table below. 


Table 33 


PRE-WAR RAILWAY FACILITIES IN ASIA 


‘ Area served Persons served 
Area Railway by 1 mile of by 1 mile of 


(Thousands of Population milage railway railway 
sq. miles) (Millions) (Miles) (Sq. miles) (Number) 
India and 
(CARCI it 1,581 389.0 57,245 28 6,795 
China excluding 
Manchuria ...... 2,903 422.7 13,820 210 30,586 
fndo-China. ....... 286 23.7 2,095 137 Lisi 
RIE, oe. oki tis sess 200 15.6 2,060 97 1,513 
BUOHESI AT Glass. 234 57.9 4,556 51 12,709 
Bei tse. Sek le. 262 16.6 2.966 116 7,326 
ALE i Ee onl 5.4 1,068 48 5,056 
Enilippines 24.5.2. . 116 16.3 833 139 19,568 
(= eee 148 TES lip culate 2a 4.813 
UUM Cs Atl. ot 85 22.8 aoat 37 10,220 


Bere: Compiled from Institute of Pacific Relations, An Economic Survey of the 
cific Area, Part II, Transportation (New York, 1942), and United Nations Economic 
Commission for Asia and the Far East. 

* Figures relate to Java, Madura and Sumatra only. 

In China in March 1947, about half of the pre-war milage of railways was 
in operation, but since then a considerable part has again been cut off. The 
situation is approximately the same in Indonesia and Indo-China. In Burma 
by mid-1946 the railways were working only at one-third of pre-war capacity. 
With the exception of the Indian railway system, the railways of the region 
cannot be fully utilized because of inadequacy of rails and accessories, ties or 
sleepers, steel bridging, spare parts, workshops and rolling-stock. 


Table 34 


RAILWAY ROLLING-STOCK IN ASIA 
Pre-war and 1945-47 


Pre-war 1945-47 

Loco- Freight Passenger Loco- Freight Passenger 

motives cars coaches motives cars coaches 
oh ww re Me 8,621 235,240 44,295 
China ...... (1,000) (15,000) 2,000)” 1,891 23,918 2,714 
Indo-China . 207 2,358 482 103 943 193 
Siam ....... 217 3.833 329 240 4,340 310 
Philippines .. 178 2,427 397 52 1,457 87 
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Table 34 (continued) 


Pre-war 1945-47 
Loco- Freight Passenger Loco- Freight Passenger 
motives cars coaches motives cars coaches 
Malaya 22.8. 173 5,805 i 225 3,884 es 
Barmaeee cor 360 10,000 1,200 16 3,000 100 


Indonesia ... 6,210 28,300 3,566 


Source: United Nations Economic Commission for Asia and the Far East. 


.. . Not available. b ; 
@ Precise pre-war data are not available, but the number of locomotives and other 


rolling-stock in India is reported to have increased somewhat during the war. : 

> Figures relating to December 1937 cover only equipment in areas then under Chinese 
National Government control. The greater part of the equipment existing prior to the 
Japanese invasion had either been destroyed or had been lost to the Japanese. 

In most of the countries, long-range programmes for railway improvements 
have been drawn up. The plans include restoration of bridges, and repair and 
extension of tracks and of rolling-stock. 


Roaps AND HIGHWAYS 


The conditions of road transport resemble those of railway transport. 
Seasonal roads usable for six months of the year and roads fit for animal trac- 
tion are the most common in Asia. Motor roads or highways practicable in 
all weather are scarce. Malaya and Java notably had the best system of such 
roads before the war. The total length of highways in Malaya was 6,800 miles; 
the density ratio was 7.5 square miles of area per mile of road. In India there 
were 65,000 miles of highways, in Indonesia 64,040, in Indo-China 17,000, in 
Siam 4,400, in China 50,000, in the Philippines 12,709, and in Burma 8,750 
miles. The ratio between total area and road milage varied, but showed in 
each case a lesser degree of development than in Malaya. As an aftermath of 
the war the roads are generally in a deplorable state, their restoration having 
been slowed by lack of material and high relative cost of labour. 


AIR TRANSPORT 


As ship, rail and road connexions have become more difficult, increasing use 
has been made of air transport facilities. Many of the countries within the 
area have concluded agreements with each other and with western nations 
whereby national airline companies are permitted to establish trans-boundary 
service on a reciprocal basis. For lack of trained personnel in Asia, many of 
the planes are flown and serviced by foreign pilots and mechanics, but extensive 
training schemes are being developed to prepare nationals for these functions. 
Generally the condition of the airports leaves much to be desired, but in many 
places improvements are being made and new fields constructed. 

Civil aviation development in India has made considerable progress owing 
to the training which Indians received during the war. On 30 June 1947 
twenty-two air services (including one external service from Calcutta to Ran. 
goon) were operating in India, and the total number of aircraft then regis- 
tered was 482. The traffic carried, in ton-miles, amounted to seven million in 
the first half of 1947 compared with five million in the second half of 1946 
and two million in the whole year of 1945. China possessed eighty-three air- 
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craft (imported from the United States) compared with twenty-two before 
the war. The number of ton-kilometres flown has increased from 500,000 to 
15 million, including flights effected outside the boundaries of China by planes 
in international air service. 

Air transport in Indonesia has greatly increased since before the war, mainly 
through the use of aircraft owned by the Netherlands Indies Government and 
military transport aircraft. Air transport has been greatly expanded also in 
the Philippines. During the first nine months of 1947 air lines carried over 
fifteen times as many passengers and 166 times as much freight as they did 
in the whole year of 1941. 


INTERNATIONAL TRADE 


The fact that Asia is as yet in an early stage of economic development is 
reflected in the pattern of the foreign trade of the constituent parts of the 
continent. Except as regards Japan, and in lesser degree India, the exports 
are mainly of raw materials and foodstuffs, whereas textile manufactures, 
processed foods, chemicals, and machines constitute the greater part of the 
imports. 

The Far East accounts for only a minor part of the world’s trade, as is 
shown by the table given below; yet international trade is important to the 
Far Eastern economy. 


Exports Imports 
1938 1946 1938 1946 
(Millions of U.S. dollars) 

to-) otal world trade, .<.. . 22,600 33,200 25,000 34,000 
II. Trade of principal Far 
Eastern trading terri- 

we Pories’ Skee s PUS. . 3,119 2,375 3,179 3,281¢ 

(Per cent) 
II as percentage of I..... PMS 12 Way] OF 


Source: Statistical Office of the United Nations. 

@ Total of recorded imports which in most cases exclude UNRRA deliveries and various 
other government purchases, and also exclude freight and insurance on imports into the 
United States, Canada, the Union of South Africa, and some other countries. 

b Territories specified in subsequent table. ‘ 

© Total exports of the United States to the Far East were $1,328 million in 1946, or 
forty per cent of the Far-Eastern imports here shown; in 1938 the corresponding ratio 
was approximately eighteen per cent. 

In 1936 to 1938, 5.3 million tons of rice per annum entered international 
trade within the Far Eastern area, whereas in 1946/47 only 1.7 million tons 
of rice were available for export. The difference between the two _trad- 
able quantities entailed for the rice-deficient countries, e.g., India and China, 
an even poorer diet than the meagre fare they enjoyed before the war. 

Prior to the war the cash crops, such as rubber, tea, copra, and other tropical 
products cultivated by the indigenous population, were largely exported. Al- 
though the prices fetched by these products were relatively low, the proceeds 
of the exports enabled the peasants to raise their standard of living somewhat 
and to improve their diet. While the goods other than foodstuffs and cash 
crops that entered the export trade were mainly derived from resources con- 
trolled by non-indigenous enterprise, they provided additional income for the 


inhabitants of the region. 
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Foreign trade in the Far East, with the exception of that of China, India 
and Ceylon, came to an almost complete standstill during the Japanese occupa- 
tion. Such oversea exports as took place were mainly directed to Japan, and 
were, in fact, in the nature of a war tribute uncompensated by imports from 
Japan. Most of the countries of Asia therefore did not accumulate foreign 
exchange balances needed for post-war reconstruction and development or 
repayment of debts. , 

In terms of value unadjusted for price changes, Far Eastern exports in 
1946 fell short of their 1938 volume by nearly twenty-four per cent, while 
imports showed a slight increase (about three per cent) in nominal value. 
Such comparison, however, is deceptive in view of the very considerable rise 
in the level of export and import prices between 1938 and 1946. In terms of 
pre-war prices, imports no doubt were substantially smaller in 1946 than in 
1938, and the decline in exports considerably larger than shown by the “un- 
adjusted” value data. The monthly trade figures so far available for 1947 
suggest that, in the region as a whole, a substantial increase in the value ob 
international trade has taken place, no doubt exceeding the simultaneous rise 
in price (in terms of United States dollars) of the goods exported and im- 
ported. 


Table 35 
TRADE OF PRINCIPAL FAR EASTERN TRADING TERRITORIES 
1938, 1946 and 19478 


Exports Imports 
Annual rate Annual rate 
1938 1946 19474 1938 1946 19472 
(Millions of U.S. dollars) 

Chine... dour! 158 161 104 (8) 264 605 242 (8) 
Manchuria, 9... Al 343 
Hong Kong ..... 155 254 282 (6) 187 323 332 (6) 
‘Indo-China ..... 81 90 49 (10) 115 at 116 (10) 
Garin ater abls bode 78 44 116 (4) 57 «#52 99 (4) 
India and Pakistan 619 919 1,030 (4) yi 797 1,064 (4) 
Colon eee 97 216 187 (4) 86 «182 245 (4) 
Burma ......... 175 40 164 (6) 82 95 164 (6) 
Malayat ay neiia 896 Se3759 mw 6L7K(6) 314. 458 717 (6) 
Indonesia wom: 379 92 119 (6) 268 133 244 (6) 
Philippines ...... 116 64 250 (6) 132 295 480 (6) 
Japan 0k 764 120 270 (12) 756 300 430 (12) 
ILOTAL 4 er. eit. 3;119* 253757" (3,188) 3,179 3,281 (4,133) 


Source: Statistical Office of the United Nations, Monthly Bulleti isti 
RE ie lee ; y Bulletin of Statistics and 


8For 1947 the number of months on which the annual rate i is indi i 
parentheses at the right of the figure. Maat 


>The conversion coefficients used in calculating the United States dol 
Ging joneien trade in 1946 and 1947 have been furnished by the Tatecneie rene 
ary Fund. 


¢ The 1938 data shown for Japan exclude trade with Formosa and : 
Exports, $361 million; imports, $329 million. The data for 1047 Ate Doan 
mates by the director of the Japanese Board of Trade. iy cies 
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In addition to the recorded commercial imports shown in the table above, 
China received UNRRA relief shipments valued somewhere between $250 
million and $300 million in 1946 and at over $200 million in 1947; other coun- 
tries also are still in a relief and rehabilitation stage. In most Asian countries, 
trade and exchange controls are imposed with a view to selective curtailment 
of imports. War damages, transportation difficulties, political unrest, and short- 
age of labour in many instances have retarded the revival of exports, further 
hampered in some countries of the region by chaotic inflation. China is an 
extreme case in point, but other countries, too, find it difficult, under prevailing 
conditions, to compete on the world market. The scarcity of consumers’ goods 
is an additional factor having adverse repercussions on exports since, in the 
circumstances, producers of cash crops are little inclined to increase their out- 
put for sale simply to increase their holdings of cash for which there are no 
consumption articles to be had. 


Another problem confronting Asia is that of adjustment to the changed 
foreign trade position of Japan, closely bound up with the unsettled questions 
of reparations and the permissible level of Japanese industrial production. 


Most of the economically undeveloped countries of Asia showed, in their 
pre-war export, a high preponderance of a few products. Despite plans to 
organize processing of raw materials locally before export and to diversify 
the economy, their post-war trade still presents essentially the same pattern. 
In the case of some countries, the few leading articles have changed somewhat 
in relative importance, as export facilities for the products needing little or 
no transformation were easiest to restore. In China, for instance, raw materials, 
such as tung-oil, bristles, tea, and raw silk, have taken the leading place 
formerly held by metals and simple textile manufactures. By contrast, the 

_-~pre-war trend towards a shift in emphasis from raw materials and semi- 
processed articles, to manufactured goods in India’s exports and, inversely, 
from finished goods to raw materials in India’s imports, has gained somewhat 
in strength during and since the war. 


The intra-regional merchandise trade accounted in 1938 for forty-five per 
cent of aggregate imports and forty-two per cent of aggregate exports re- 
corded in the statistics of the countries of Asia. The true percentages were 
somewhat lower, as articles merely passing through Hong Kong and Singapore, 
the entrepot-ports of the region, on their way to other parts of the world 
should be excluded from the totals. With the virtual elimination of Japan as 
supply and purchasing centre and the increase of the United States share 
in Asia’s trade it would seem that the region’s dependence on the outside world 
has grown in post-war as compared with pre-war years. The increase in the 
share of Australia in Asia’s trade has been remarkable. Australian exports to 
Asia rose from 47.6 million dollars in 1938-1939 to 192.2 million dollars in 
1946 to 1947, while imports from Asia increased from 66.7 to 108.5 million 
dollars. Canada and New Zealand have also increased their trade with the 
Far East considerably and are likely to expand it further as the economically 
advanced countries in the Pacific area or bordering on it tend to replace in 
increasing degree the industrial countries of Europe as suppliers of manu- 
factured goods to the under-developed parts of the area. ee 

India’s exports to British Empire countries rose during the war, while its 
imports from those countries declined noticeably in response to increased home 
production. This tendency has been strengthened since the war. Those coun- 
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tries, e.g., Siam and Burma, which export rice for consumption within the 
region receive payment mainly in sterling and are accordingly short of “hard 

currencies to finance their imports. In fact, practically all the Asian countries 
are experiencing a great dollar shortage. An additional difficulty is that, so 
long as the exchange value of the Japanese currency remains undetermined, 
the textile products and other items which are available for Asia from Japan 
have to be paid for in dollars. An agreement was recently concluded between 
Japan (through the Supreme Commander for the Allied Powers) and certain 
countries of the sterling area, whereby buying from and selling to Japan will 
be effected in sterling, the balance only to be settled semi-annually on a 
dollar basis. The Philippines, on the other hand, face a different problem; 
being in the dollar bloc the country has difficulty in finding outlets for the 
goods actually available for export. 

The situation described above has caused exchange control and import 
restrictions in various forms to be imposed in practically all countries of the 
region. The import of non-essential items is generally prohibited. 

In some countries the trade restrictions have the avowed purpose of pro- 
viding an opportunity for indigenous enterprise to participate in a substantial 
degree in the export and import trade which prior to the war was mainly 
in the hands of Western, Chinese or Indian trading firms. 


PRICES AND FINANCE 


Inflation varying in strength from country to country hampers economic 
reconstruction in large parts of Asia and the Far East. Throughout the region 
it has expressed itself in rising prices. The spurt in prices reflected in cost of 
living and related indexes was rapid everywhere in the first six to twelve 
months following the end of the war in the East and the cessation of the 
Japanese occupation. In a few cases, during the year and a half that has 
elapsed since the middle of 1946, the rise lost momentum, e.g., in India, or 
gave way to a downward adjustment, e.g., in the Philippines and in Indonesia 
(so far as can be judged from the index of free market prices of food in 
Batavia) ; but in the majority of the countries of the region the upward pres- 
sure continued, notably in Japan, and above all in China, struggling in the 
throes of hyper-inflation. 

The changes in price levels reflected in the index numbers of the cost of 
living suggest a relatively “moderate” degree of inflation in Ceylon, India and 
British Malaya, the recorded rise since before the war to the most recent 
month in 1947 for which data are available ranging approximately between 
160 and 170 per cent. (The United States cost-of-living index rose by 56 to 57 
per cent over the same period.) For Burma as well as the Philippines a rise of 
some 375 per cent in the price of food is reported, a corresponding rise of 
about 300 per cent being shown by the complete cost-of-living index for the 
Philippines. Corresponding increases in cost of living of over 1,300 per cent 
in Siam, of some 1,500 per cent in Indonesia, almost 2,700 per cent in Indo- 
China, and about 3,900 per cent in North Borneo were shown by their re- 
spective index numbers. In Japan, where a war-time rise of 150 per cent in 
cost of living up to May 1945 was followed by a violent spurt raising the index 
nearly twenty-fold in one year’s time, a new index of family expenditures in 
Tokyo available as from July 1946 shows a further increase but little short of 
200 per cent in the ensuing thirteen months up to August 1947. In China the 
astronomic figure which the index of workers’ cost of living in Shanghai had 
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reached by February 1947 was nearly quadrupled in the following seven months 
to September. 

_ Since price ceilings as a rule are imposed on many if not all of the necessi- 
ties covered in the cost-of-living computations, the index numbers quoted 
above obviously understate the rise in prices to the extent that higher prices 
are actually paid for the commodities in question by the consumers, a con- 
dition commonly prevailing in the countries under review. Furthermore, by 
reason of their structure and of the methods applied in their computation, 
cost-of-living indexes tend to register price-level changes only with a certain 
time lag. 

The underlying causes of the unsettled price situation obtaining in the 
region have their origin in the upheavals of the war and the internal strife 
which has followed in a great many of the Far Eastern countries. Though 
resulting in part no doubt from the persistent shortage of essential goods and 
reflecting also the widespread flight into commodities, the major cause of the 
pressure on prices is to be sought, on the whole, in the plight of government 
finances involving budget deficits which, although reduced below the war-time 
peaks in most cases, continue to loom large in comparison with what they 
were before the war. Some summary illustration of these deficits, particularly 
significant in the hyper-inflationary situation of China, is furnished in the 
table given below. 


Table 36 
GOVERNMENT BUDGETS 

(c) as 

Fiscal Unit of Revenue Expenditure Deficit percent 
year currency ‘ (a) (b) (c) of (b) 

— (Millions of currency indicated) 
TE Sa ee 1938 CN$ 745 941 196 20.8 
OE eae ae 1947 CN$(1,000 15,700 42,100 26,400 62.7 
millions) 

British Malaya ..1939 SS$ 148 ibe 11 7.4 
Singapore ...... 1947 SS$ 56 64 Be alos) 
Malayan Union. .1947 SS$ 213 33D 121), 236 
Be dk acc terest 1938/39 Rs 1,210 L2UF 7 0.6 
ROTA Metta coke. 47. Yc 1946/47 Rs 3,362 3,815 453°) 11.9 
BE at aot tes se yh 1947/48 Rs 2,794 3,279 485 14.8 
~Philippimes; ...... 1941 Peso 132 169 Spee 7A aS) 
Epilippines) .)2.. 1947/48 Peso 130 269 1594785 1:9 


Source: Official data quoted in national publications. 


Military expenditure and expenditure on relief, reconstruction and develop- 
ment, salary adjustments and emergency allowances to government employees, 
etc.—all purposes for which but moderate appropriations, if any at all, were 
made before the war and for the financing of which in the post-war years the 
ordinary sources of revenue proved largely inadequate—account in the main 
for the deficits. Fiscal reform designed to improve the balance between receipts 
and expenditure takes time to bring about and is inevitably delayed where 
there is internal strife. The Chinese Government spends more on the civil 
war, directly and indirectly, than for all other purposes taken together. Ex- 
penditures for defence expenditures and internal security account for 29 per cent 
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of the 1947/48 budget estimate of the Philippines. Proportionally high expendi- 
tures for military purposes are also incurred elsewhere. Heavy outlays on food 
subsidies are budgeted in most countries of the region; in Singapore they repre- 
sent some eleven per cent and in the Malayan Union over seven per cent of 
total estimated expenditures in 1947. The exact proportion actually spent on 
reconstruction and development is somewhat difficult to determine. As a signifi- 
cant illustration it may be noted, however, that in the 1947 budget of the 
Malayan Union allocations for railway reconstruction projects alone represent 
about eleven per cent of total expenditure. 

Endeavours made in the different countries to step up tax revenue have 
not met with spectacular success anywhere so far, owing to the impoverish- 
ment and general economic disorganization brought about by the war and 
the inefficiency of tax collection, the machinery for which requires compre- 
hensive reform. In particular, the plight of the export industries which before 
the war were the principal sources of revenue, especially in the south-eastern 
countries of the region, has been of serious consequence. For this condition, 
of course, the disruptions in international economic relations are largely re- 
sponsible. 

Potential inflationary pressure is likely to continue so long as the shortage 
of consumption goods and, especially, of food persists. Various administrative 
measures of price control, in part through import regulation (recently tightened 
in China), have been attempted since the end of the war. They were relaxed 
somewhat during 1946 in a few countries of the region but were generally 
sharpened again in 1947 and rendered more comprehensive in some cases by 
the introduction of additional measures. As a rule, however, sufficient supplies 
of food and other consumption goods are not at the command of the govern- 
ments in the region to render price ceilings truly effective. 

Exchange control and control of interest rates are other regulatory measures 
applied with varying degrees of success. A Foreign Exchange Equalization 
Fund Committee was set up in China in 1947. In Siam a Foreign Exchange 
Board has been created to direct allocation of foreign exchange under the 
supervision of the Bank of Siam. India has taken steps to control speculation 
on the stock-market, as well as on the commodity and bullion exchanges and 
has proceeded to nationalize the Reserve Bank. In the Philippines a Central 
Bank Council has been set up pending the organization of a central bank 
proper. Ey 

Under the Colonial Development and Welfare Act of 1945, funds have 
been allocated by the United Kingdom to British Empire territories in the Far 
East as follows: Hongkong, £1,000,000 sterling; Borneo and Sarawak, 
£1,500,000 sterling; Malaya, £5,000,000 sterling. Furthermore, funds for 
Burma’s reconstruction have been furnished by the United Kingdom. Burma’s 
debt has been reduced and repayment of the balance will be made in easy 
instalments over a long period. 

The foreign exchange holdings which China had at the end of the war 
have since been expended—for a considerable part on food imports. The large 
sterling balances of India are still substantially intact, since only a small annual 
amount is released by the United Kingdom for the purchase of food and 
capital goods, owing to its own balance of payment difficulties. Credits for 


specific purchases have been extended by India to Siam and by Canada to 
China and Indonesia. 
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Since the end of the war, the United States Government has made available 
to Asian countries loans in the amount of approximately $500 million 
to buy United States surplus property or for other specific purposes. The Philip- 
pines have received large sums under the Philippine Rehabilitation Act (1946) 
for rehabilitation and settlement of war damage claims. Additional dollar 
funds, more than adequate to cover the large import surplus, continue to be 
made available in consequence of United States Army expenditures in the 
Philippines. Utilization of these dollar holdings for the purchase of capital 
equipment necessary to strengthen the internal economic structure is being 
planned. 
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Chapter 4 
THE MIDDLE EAST’ 


Tue Economic PATTERN OF THE MIDDLE EAST 
STRUCTURAL CHARACTERISTICS 


The countries of the Middle East are predominantly agricultural and are 
dependent for the greatest part of their national incomes on agriculture and 
the production of primary raw materials. Their agrarian structures rest, for 
the major part, on a common system of land tenure characterized by a high 
degree of concentration of landownership in a limited group of large owners, 
together with strip and extensive cultivation. Primitive methods and antiquated 
equipment are common, and, together with the pressures of the socio-economic 
structure, result in a low level of productivity and of per capita income. The 
standard of living of the rural population as a whole is at the barest subsistence 
level, with inevitable consequences of disease, short life expectancy, and illiter- 
acy. The impact of such conditions on the whole economy can hardly be_ 
exaggerated, since about seventy per cent to eighty per cent of the total popu- 
lation draws its livelihood from agriculture. 

Industry constitutes a small sector of the economies of the Middle East, 
engaging not more than from four per cent to six per cent of the total popula- 
tion. While it is composed predominantly of small-scale handicraft units, a 
continuous process of concentration of capital in certain lines of production,has 
been under way. 

Population is growing rapidly despite the high death rate. Egypt has 
doubled its population in fifty years, Syria and Lebanon in twenty years, and 
Iraq in a still shorter period. This rapid rate of growth has exceeded the pace 
of economic development, thus increasing the pressure on existing resources 
and causing a further deterioration in the standard of living. 

The main problem of the Middle East is essentially one of fully utilizing 
available resources, in order to meet the requirements for livelihood of a 
rapidly increasing population. 


IMPACT OF THE WAR 


The structure of the economy of the Middle East countries did not undergo 
any substantial change as a result of the war, though new factors were intro- 
duced which affected general economic conditions. Agriculture is still the main 
occupation, and land the main economic asset. However, some significant 
developments resulted from war conditions. With the ruling out of possibilities 
for major irrigation works to extend the cultivation of land, and population 
growth continuing at a high rate, the need for certain adjustments in the 
structural organization of agriculture was increasingly recognized. Iran and 
‘Turkey moved towards such an adjustment through limited small-scale agrarian 


For the purpose of this report, the Middle East includes Eg 
} ] f ‘ ypt, Iran, Iraq, Lebanon 
Palestine, Saudi Arabia, Syria, Transjordan, Turkey, and Yemen. ; j . i 
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reform, while in Egypt a similar proposal was under consideration. In addition, 
quantitative as well as qualitative shifts took place in agricultural production, 
resulting in an increase in the output of cereals and other food products at 
the expense of commercial crops. Whether a complete return to the old pattern 
will take place will be influenced largely by price structures, both local and in 
world markets. While it cannot be claimed that the increase of food crops has 
led to any substantial improvement in the very low nutrition levels in the 
Middle East, it is certain that a significant beginning has been made. 

Manufacturing activities were increased during the war years; existing in- 
dustries were expanded and new ones emerged. Though no post-war industrial 
census has been undertaken, there is every indication that those gainfully 
employed in industry at the present time exceed the corresponding figures for 
the pre-war years. This, together with the growing process of capital concen- 
tration in industry, gave rise to a class of industrial workers whose living 
requirements, capacity for organized action, and awareness of its strength as 
a social force distinguish it sharply from the rural working population. 


GROWTH OF CAPITAL ACCUMULATION 


For a long time, the Middle East was characterized by a shortage of capital 
which was both a cause and a reflection of an under-developed state of eco- 
nomic activity. Investments were largely financed by an increasing inflow of 
foreign capital to the countries of the area where no legal restrictions existed. 
This inflow of foreign capital clearly tended to favour certain fields of invest- 
ment where security and profitability were most certain. Public utilities, bank- 
ing enterprises and land mortgages were the most favoured. Since an incon- 
siderable part of foreign capital was directed to manufacturing industry, its 

_-~ development was slow, although some advance occurred. 

During the war, an important change took place in the rate of savings and 
investments, as well as in the direction of investments. War conditions raised 
the level of local economic activities and accelerated the rate of capital accu- 
mulation. This accumulation, in turn, stimulated the expansionary tendencies 
which consequently multiplied the rate and pace of capital growth to an extent, 
even allowing for inflation, not reached before in the region. 

In addition, during the war certain countries in the region accumulated 
large sterling assets, amounting to £E440 million for Egypt,’ £P135 million 
for Palestine,’ and to some £60 million for Iraq.” 

In July and August 1947 the British Government concluded agreements 
with Egypt, and with Iraq regarding the settlement of the sterling balances. 
Under its agreement with Egypt,’ that country was to withdraw from the 
sterling area and the United Kingdom was to release about £35 million 
during the second half of 1947. According to the Iraqi agreement’ the British 
Government was to release £7 million as a special provision of non-renewable 
character, and £15 million over a five-year period. 


1 Official census by the Egyptian Government of all public and private sterling hold- 
ings, as on 31 December 1945. : ’ 

2 Government of Palestine, Supplement to Survey of Palestine, June 1947; official esti- 
mate for December 1946. ] 

*The Economist, 22 August 1947; this figure represents the assets of the government, 
the Currency Board and Iraqi banks; private balances are excluded. 

4 The Economist; 5 July 1947. 

5 Tbid., 23 August 1947. 
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Both agreements were affected by the decision of the British Government on 
21 August 1947 to suspend the convertibility of sterling, whether accruing 
from releases in accordance with such bilateral agreements or acquired 
through current transactions. Consequently a new agreement was reached 
in the case of Egypt, whereby during 1948 the United Kingdom will release 
£33 million to Egypt out of that country’s sterling balances. The United King- 
dom will also provide it with dollars and other hard currency, equivalent to 
£6.25 million, and with £1 million in gold.* The growth of capital accumu- 
lation in the Middle East is of great significance and will provide valuable 
stimulus for the economic development of the area. So far as data are available, 
the situation regarding means of international payments, other than from pro- 
ceeds of exports, is presented in table 37. 


Table 37 


OFFICIAL HOLDINGS OF GOLD AND FOREIGN EXCHANGE* 
In certain countries of the Middle East—1938, 1946 and 1947 


Short-term assets 


Gold Foreign Exchange Total in the U.S.» 
Dec. Dec. Aug. Dec. Dec. Aug. Dec. Dec. Aug. May 
738 46 747 738 746 747 738 746 ; 5 "47 
(Millions of U.S. dollars) 
eyptiecea eee 55 53 Ge aay Gate, 5 Olas Om 2 eee LOO 20.5 
inane ence ce. 20 eed i tes a OO weiner 180 ee aes 
plik yameeeeseceer: 29 23a lA: 570 eal ORS. ee SO ese 57 


_ Source: Based on data in International Monetary Fund, International Financial Sta- 
tistics, November 1947. 


. . Not available. 
® Official holdings represent those of the Issue Department of the National. Bank of 


Egypt, of the Issue Department of the Central Bank of Iran and of the Central Bank 
of Turkey. 


> Official and private. 


As short-term assets in the United States shown in the table include both 
official and private holdings, it is assumed that there is overlapping between 
these amounts and official holdings of foreign exchange. No information is 
available as to the composition of these holdings. 

Apart from the available resources, $100 million has been advanced to 
Turkey by the United States Government under the Greek-Turkish aid act but 
it was allocated entirely to military needs. Iran has applied for a loan of $250 
million from the International Bank for Reconstruction and Development to 
finance its proposed Seven-Year Plan of Economic Development. 


AGRICULTURE 


During the war years the extension of the area under cultivation in the 
Middle East took place at a slow rate. Lack of capital equipment hampered 
the implementation of any large-scale irrigation schemes. In Egypt, the cul- 
tivated area expanded from 5,301,694 feddans in 1939 to 5,698,110 feddans 


*The Times (London), 6 January 1948. 
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in 1945,’ and in Syria from 1,904,079 hectares to 2,263,412 hectares’ over 
the same period. 

However, war conditions affected the productive capacity of the land ad- 
versely. The area normally depends on extensive importation of fertilizers, 
particularly nitrogenous fertilizers, whose import was drastically curtailed dur- 
ing the war. In addition, the normal rotation systems in the countries of the 
Middle East were disrupted in the process of regulating the various crop areas. 
The areas devoted to non-food crops were generally restricted, as in the case 
of cotton in Egypt, or opium poppies in Iran, to ensure an increase in food 
production. These two factors resulted in a decline in the yield per unit of 
land as compared to the pre-war levels. The production of principal crops for 
the years 1939 and 1945 is shown in table 38: 


Table 38 


PRINCIPAL AGRICULTURAL PRODUCE IN CERTAIN COUNTRIES OF THE MIpLeE EAST 
1939 and 1945 


Syria- 
Egypt | Tran | Iraq | Palestine Tchaney Turkey 
Cotton _ (Thousands of bales) 

BOSOM Ke Sole aie! 1,893 2) fn — 31 275 
Lote ESC OS Ph 1,082 11> 7 cn — 20 166 

Tobacco F | (Thousands of pounds) 
mason re ign — 34,542 / 9,999 2760 8825 128,505 
Ls SD eesianied peetiae — 20,000, 12,500 § 3,000 7,200 109,900 

Sugar* (Thousands of short tons) 
re 167 21) ~ aroha Pee 75 
BUSOU. «ast ss « 198 PH heh ie, a a0 110 

Wheat (Thousands of bushels) 
TREES Pei Get, chs sigos: © 45,848 72,184) 18,114 | 3,244 19,485 135,690 
i a ae 43.436 77,161 16,534 3,500 21,000 82,158 

Barley (Thousands of bushels) 
Regret a. 10,697 35,728! 31,677 3,238 15,386 96,129 
GOP re cals 11,988 57,411 29,854 3,226 10,844> 48,915 

Corn (Thousands of bushels) 
Peso a, 63,229 | ; “ef is 22,971 
OT os aferisietelsa: 3 66,496 a = o2 14,000 

Rice (Thousands of bushels) 
DOSON oe. 2 hk sts BS 15a 16,077) PLL LO" ee wa 3,050 
oe cane aio ee 42-454 203727) 12;200 | se 3,721 


Source: Food and Agriculture Organization of the United Nations, Handbook of 
Agricultural Statistics, 1946. 

. . Not available. 

— Nil. , 

a Cane sugar in Egypt; beet sugar in Iran and Turkey. 

b 1944. 


1 Alihsa Alsanawi (Annuaire statistique de Poche de VEgypte), 1940 and 1946. One 
feddan equals 1.038 acres. ; 
Be MMaetoat Alihsat (Receuil statistique de Syrie), 1946. One hectare equals 2.471 


acres. 


° 
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Table 38 (continued) 
Syria- 


Egypt Tran Traq Palestine Lebanon Turkey 
Fruits (Thousands of boxes) © 
1080 tiated 6,934 9,185 1,557 
TOA 5 Sate wines ahd 6,892 9.098 2,001 
(Short tons) 
TOSOG mts. Meas 36,200 110,720 
1045 Aodhan ie heals 36,300 100,100 


¢ Dried fruits in Iran and Turkey, citrus fruits in the other countries. 


A higher degree of diversification of crops was achieved during the war 
years as a result of the regulation of agricultural production by the govern- 
ments. But it should be noted that this was the effect of pressing needs for 
more food rather than an attempt to reduce the usual dependence of some 
of the countries on one crop. Moreover, this diversification was limited in 
both nature and extent. The rigidities inherent in the structure of agriculture 
in the Middle East do not make such diversification easy and, in fact, most 
of the regulations were relaxed after the war conditions ceased to exist. How- 
ever, extensive research and experimentation are being pursued by some gov- 
ernments in the area in order to secure diversification and thus to raise the 
levels of agricultural productivity and ensure a higher degree of stability. 

For the year 1946 a generally high level of agricultural production which 
considerably exceeded the pre-war levels was recorded. This might be attributed 
mainly to the particularly favourable weather conditions which prevailed dur- 
ing that period. 

In 1947 the weather was not so favourable. Droughts and locust plagues 
occurred in many countries of the area (Syria, Lebanon, Transjordan, and 
Palestine) , causing a decline in agricultural production. 

During the war the livestock situation improved generally in most countries 
of the Middle East. This improvement ensured—inter alia—a substantial in- 
crease in the output of raw wool. The comparative situation is displayed in 
the following table: 

Table 39 
LIVESTOCK AND RAW WOOL PRODUCE IN CERTAIN COUNTRIES OF THE MIDDLE 


EAstT, aa and 1945 


Syria- 
Egypt Tran Ir Palestine Lebanon Turkey 

Cattle (Thousand head) 

SORRY eee heer 2,021 2,797 374 169 a 7,177 

ee oe 2,329 1,960 466 243 * 8,200 
Sheep . 

LOS OR ATR i She 1§752 13,813 7,090 209 2827 16,080 

BOSSE Sate. adios 1,385 12,500 9,000 296 2,789 19,000 
Wool (Millions of pounds) 

1 OBO ar aaisr Scots « 6.8 50.9 20 _ 7.9% 48.5 

14 Dip: Magetnenensno we ss 8.1 43.8 27 ale 10.52 70.3 


Source: Food and Agriculture Organization of the United Natio 
Agricultural Statistics, 1946. ss ns Han ab aah al 
. . Not available. 
Tran 1942; Iraq 1944; Palestine 1943. 
b Syria only. 
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The effect of this increase on the levels of net consumption cannot be meas- 
ured readily. While figures relating to livestock slaughtered in public slaughter 
houses (representing in most cases, it would appear, but a small proportion of 
total slaughter) show some increase, it should be taken into account that the 
population increased and many foreign troops were stationed in the area 
during the war. 


Inpustry, MINING AND FUEL 
DEVELOPMENT OF RAW MATERIALS 


‘The Middle East still has large unexplored potentialities in the field of 

mineral extraction, since only limited efforts were made in this direction during 
the war. 
_ War conditions adversely affected the development of mineral production 
in most cases except for particularly indispensable products. This was mainly 
owing to the acute shortage of mining equipment and machinery normally 
imported from abroad, and in certain cases owing to military operations and 
international conditions. The following table presents a general picture of the 
impact of the war on the exploitation of the principal mineral resources. 


Table 40 
EXTRACTION OF MAIN MINERALS IN CERTAIN COUNTRIES OF THE MIppLE EAST 
Turkey Egypt Palestine 
1939 1946 1939 1945 1939 1944 
(Metric tons) 
MEORFOLE aes 4 40s 231,316 112,200 719 4,036 — o- 
GOD DEE OTE stents ss > 6,736 10,046 —_ --- — —- 
Chromium ore ...... 183,285 146,997 — 150 -- — 
PNIGKe)L Ore Cy. wa oe - — -- 630 -- —- — 
Wolfram. ore’ .. % 5 -- —- py BS) — — — 
BM See Ss ole > 2,606 3,780* —_ — — — 
Manganese ore ...... 519 5,095 119,882 47 —- — 
OS ia bes aya6 «2-5 3° —- — 547,537 349,374 — _ 
Potassium chloride ... —_— — — — 70,093 105,050 
Riale Meets ears a5) 0°3 ace = ——=) 442.532. 200,101 ew OB, fo0 nero os 
CVU Ap eters a {oie ack — — 700,166 .. 4,524 7,428 


Source: Turkiye Cumhuriyet, Merkez Bankasi, Uc Aylik Bulten, (Bulletin trimestriel 
de la Banque centrale de Turquie, Oct/Dec. 1946); Alihsa Alsanawi (Annuaire statis- 
tique de Poche de l’Egypte, 1946); Government of Palestine, Statistical Abstract of 


Palestine, 1945. 

. . Not available. 

— Nil. 

e945; 

Mining is now being resumed and a great deal of attention is being directed 
towards securing all types of necessary machinery. It is mainly upon the pro- 
vision of such machinery that the resumption and the progress of mineral 
production in the Middle East depends. Nevertheless, the extension of means 
of transport and the provision of some essential facilities (e.g., water supplies 
in desert areas) would play a major part in such progress. 
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FUEL AND POWER 

Resources of fuel and power are abundant in the Middle East. Turkey, the 
only producer of coal in the area, is progressively increasing its production. 
In the period from 1939 to 1946 the quantity of coal mined in Turkey rose 
from a monthly average of 225,000 to 319,000 tons; that of lignite increased 
from a monthly average of 8,500 to 37,200 tons. Much of this was consumed 
locally for industrial purposes. Coal and iron production in Turkey are sub- 
stantially responsible for the progress made in establishing heavy industries 
that were initiated and developed under Turkey’s industrialization plans. Large 
deposits, estimated to be richer than those now being exploited, have yet to be 
fully prospected. The realization of the Government’s development target is 
dependent on the provision of the equipment that would be required not only 
to extend the capacity of the industry, but also to replace the present anti- 
quated and worn-out equipment and transport facilities. 

The Middle East is generally identified with the vast oil resources spread 
throughout the countries of the region. While practically all these countries 
are known to have such deposits, they have not yet been explored in some 
parts of the region (Syria, Lebanon and Yemen), while in the others a rela- 
tively small number of the proven oil fields have been tapped. Table 41 shows 
how output has increased considerably over the last few years. 


Table 41 
Mippte East oIL propucTIon, 1939 AND 1946 © 
1939 1946 
(Thousands of barrels) 
Beypt) Gens. 3. ores .ce. Sa Rees 4,666 8,913 v7 
1 ai ae a ae aA OR 78,151 144,896 / 
Trageiatep eee. das careers 30,791 Se bLE 
SaudisArabia™iy lis ue aes bee 3,934 60,341 ” 
Other territories: 
Bahrain Se oe oe ss ae 7,589 8,010 
Kawato...) Setalee tee ae os 5,990 
PROrALIWAS . soca ft eae Me Soe 125,131 260,927 
Source: World Oil Atlas, 1947. 


— Nil. 

At present, the Middle East contributes about 9.5 per cent of the world’s oil 
production, as compared with 6.1 per cent in 1939. In the considerable increase 
of world production of oil in 1946, the Middle East recorded the greatest 
growth, its 1946 production being thirty-three per cent greater than 1945 levels; 
the second greatest percentage increase was in South America, where the 
increase amounted to 14.4 per cent. The daily average output of the Middle 
East countries at the beginning of 1947 was about 50,000 barrels more than 
the average for 1946. The Middle East countries contributed at varying rates 
to that increase: Saudi Arabia almost tripled its production, Iran increased 
production by almost fifteen per cent; Bahrain and Iraq increased their output 
considerably, but Egyptian output decreased by five per cent. However, the 
opening of a new field during the first part of 1947 is likely to increase Egypt’s 
output appreciably during the year. The proven reserves of the region at the 
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beginning of 1947 were estimated at 27,413 million barrels, an amount which 
represented 40.9 per cent of estimated world reserves. 


Refining capacity in the area has been increased considerably, thus keeping 
pace with the increase in production. The refineries are distributed throughout 


the Middle East as table 42 shows. 


Table 42 


REFINING CAPACITIES AND GRUDE OIL PRODUCTION IN THE Minne East, 1946 
Number Dailyrefining Daily crude 


of plants capacity oil production 
(Barrels) 

Lg LSS CO A ee ae, eee Z, 29,400 24,419 
|e ah gs Ee ee Se 2 402,500 396,975 
Bre ieieerte Set cheney cats. ace a! 3 7,000 89,800 
Peeler DhectOrctiek, isis1o She hos 1 1,500 — 
| PON SS She ae eee a ee 1 90,000 — 
DeNCiVA La DIAi ei eclsa 1c emink 1 100,000 165,318 
Other territories: : 

Rolain cers ts ha dade So & 1 105,000 21,975 

SIV A 1G gay ileke, B rere amv Re SF —- — 16,411 
BE ORE Mairhegt Bink, bre ics Shs haets 11 735,400 714,868 


Source: World Oil Atlas, 1947. 

> — Nil. 

As regards power, the Middle East is an important potential source for 
hydro-electricity, which could be generated from the water-resources through- 
out the area, particularly the rivers of the Nile, the Jordan, the Euphrates, and 
the Tigris. 


An important hydro-electric project being undertaken in Aswan, Egypt is 
expected to increase the electricity generated in the country to about 2,000 
million kilowatt hours per annum. The present output of electricity is estimated 
to be about 600 million kilowatt hours per annum as compared to 300 million 
in 1939. In Palestine, too, production has increased from 90 million per annum 
in 1939 to 250 million in 1946. While no statistical data on the production of 
electric power in the other countries of the Middle East are available, figures 
for consumption by public utilities as well as for industrial uses, show a sub- 
stantial increase in Turkey, Iraq, Syria, and Lebanon. 


INDUSTRIAL EXPANSION 


War conditions provided a strong impetus for industrial expansion in the 
Middle East. 

Turkey developed certain heavy industries. This was made possible by the 
country’s resources of iron and coal, as well as by industrial planning. Table 
43 shows the production at Karabuk, the centre of those industries, for the years 
1942 to 1944, for which statistical data are available: 


Ti 


Table 43 
TURKEY’S METAL INDUSTRIES 
Production of Karabuk Works, 1942-44 


1942 1943 1944 
. (Metric tons) 
Goke asda 2 haste ae aes 178,127 182,975 208,000 
Pig’ iron sens beater etn ee 67,350 Dldo2 69,000 
Steel ise eater eee aes 50,107 42,748 60,780 
Tron jand- angots a. arte. 93,454 91,751 90,000 
Cast Irom pipes es ve. ete os 4,900 6,188 ms 
Steel profiled shapes...... 50,000 36,228 44,313 
Sheet-metal .3.)s¢06% 55 » o 4,000 ne Pie: 


Source: Etudes et conjoncture Economie Mondiale, July and August 1946. 
. . Not available. 


It is evident that while economic activity generally continued at the same 
rate and some development even took place in certain lines, the expansion 
of production and the increased extraction of raw materials was hampered by 
shortages of capital equipment. The new Five-Year Plan, for 1947 to 1951, 
is mainly an industrialization programme which assigns high production targets 
for these lines of production. ‘ 

Other efforts to develop metal industries, though on a smaller scale, took 
place in Iran, Egypt and Palestine. With the completion of the hydro-electric 
plan in Aswan and the utilization of the proven iron deposits of the area, 
Egypt will be able to develop certain branches of the metal industry. This plan, 
the carrying out of which has just started, envisages the use of electric power, 
for the production of artificial fertilizers and pig iron, in two government- 
owned plants which are to be erected in the region. 

The types of industry prevalent throughout the Middle East are mainly 
those connected with the processing of the raw materials abundant in the 
area and include textiles, sugar and other food processing manufactures, 
cement and chemical industries. Table 44 shows the increase in the output of 
certain industries during the war in those countries for which data exist. 


Table 44 
INDUSTRIAL PRODUCTION IN CERTAIN COUNTRIES OF THE 
Mippvte East, 1939 anp 1945 


Cotton fabrics Cement Glass 
(Thousands of metric tons) 

1939 1945 1939 1945 1939 1945 
Bybee eo cas cs 25.0 = Gi BETS: 444 2.4 5.4 
RTT REN ERs act eos. a $8 i yt — 2a) 
iPalestines es |. dee. . 71 OED 110 LOL ae 2.8 
Syria and Lebanon‘... _5.6°® 10.9°¢ 2 171.4 Le a 
PLMIYKOVEN ent or es ce AB 60.0° 275 290.2 i js 

.. Not available. — Nil. 


@ Source: Alihsa Alsanawi (Annuaire statistique de Poche de Egypte, 1946). 
Apr oie pia ane pee du commerce extérieur de l’Iran, 1946. 
¢ Source: Government of Palestine, Statistical Abstract Palesti : 
Survey pga Atkeaatry J stract of Palestine, 1945; and A 
ource: Magmoat Alihsaat (Receuil de statisti de Syri 7 
© Millions of metres. £1943, <1 sida achat ake a 


8 Source: Konjonktur Ministére turc du Commerce (Conjonture), April-June, 1947. 
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While table 44 gives a general picture of the important industries for which 
data were available, it should be emphasized that the picture is not complete. 
Food processing and beverage industries developed substantially in Egypt, 
Lebanon, Palestine, Iraq, and Syria. Egypt, for instance, increased its food 
processing output from 400 tons of canned meat and fish in 1939 to 20,000 
tons in 1945, 

Chemical industries expanded greatly in Turkey, Egypt and Palestine. Tur- 
key now has a developed chemical industry which, under the new Five-Year 
Plan, envisages a large-scale expansion that would set the country’s capacity 
at figures much larger than domestic consumption. 

The capacity of chemical factories in Egypt in 1945 was almost 200 per 
cent larger than in 1939. The increase was particularly high in the output of 
superphosphates, sodium carbonate and soap. The Aswan hydro-electric plan 
foresees the erection of an artificial fertilizer factory with capacity to produce 
over 400,000 tons of calcium nitrate per annum. Chemical industries in Pales- 
tine, processing the minerals of the Dead Sea, expanded considerably during 
the war. Among the main products are potash, bromine and chlorine which 
are produced in large quantities. 

A general characteristic of the industrial development throughout the 
region during the war is that it took place at a time when there was prac- 
tically no competition from foreign products. Consequently, the questions of 
cost were less critically examined and high prices prevailed. With the flow of 
imports resuming a more normal level, many of the newly expanded industries 
may find it difficult to meet foreign competition. This situation results in 
pressure to raise tariff rates on competing products. 

On the whole, certain conditions must exist in order to sustain.and advance 
the recent industrial development in the Middle East. Raising the level of 

~~ productivity is dependent mostly on replacing antiquated and worn-out equip- 
ment. It should be noted, however, that many of the factories set up in recent 
years are equipped with modern machinery ‘and this accounts for their com- 
parative efficiency. : 

Further, most of the Middle East countries went a long way in fixing their 
tariff schedules to fit the requirements of industrial development. Reduction 
of tariffs on capital equipment and machinery has been realized in many of 
these countries, while the trend towards tariff protection is gaining support 
both officially and non-officially. 

The prospect of industrialization in the Middle East rests, to a considerable 
degree, on increasing the purchasing power of the masses so as to constitute 
an effective demand for the industrial products of the area. In this respect 
it is connected with the broader issue of the development of the area. 


Tue ProBL—EM OF INFLATION 


All the countries of the Middle East experienced inflation during the war, 
the main source of which was the huge military expenditure made in this 
area. Such expenditures were financed, except in the case of Turkey, through 
the issue by the various governments, of local currency notes covered by sterling 
balances in London. Contrary to the practice of other Middle Eastern coun- 
tries, which either maintained balanced budgets or showed some surpluses, 
Turkey financed its military expenditure by floating loans, and thus had large 
budget deficits. The inflationary influence of the budget deficit was intensified 
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by extensive British and German purchases of strategic raw materials between 
1941 and 1943. 

Throughout the area, the volume of monetary circulation increased, as much 
as five to eight times. A substantial addition to the existing purchasing power 
was thus created; this gave rise to the initial increase in demand. Such an 
increase was not offset by a parallel growth in the supply of goods. Inelasticity 
of local supply owing to the rigid structure of the agricultural economy was 
aggravated by a drastic curtailment of imports averaging as much as fifty per 
cent, in a normally deficit area, which usually depended on imports for many 
of its basic necessities. While productive capacity in almost all the countries 
of the Middle East increased substantially, this increase was not rapid enough 
to keep pace with the steep rise in demand. Indeed, a large part of local pro- 
ductive resources was shifted to the production of commodities needed for 
military purposes, or for the consumption of Allied troops. Moreover, since the 
standard of living is markedly low, and the consumption of even basic necessi- 
ties is far below minimum standards, any increase in income in the lower 
brackets is bound to be spent on consumer goods, thus requiring a large in- 
crease in supply if inflationary tendencies are to be checked. 

Beginning in 1940, prices moved upward at a rather moderate rate. A steep 
increase, however, took place in 1941, and inflationary pressures became pro- 
nounced from 1942 to 1945, inclusive, as is indicated in table 45. 


Table 45 


INDEXES OF WHOLESALE PRICES (A) AND COST OF LIVING (B) IN CERTAIN 
COUNTRIES OF THE MippLeE East, 1939-47 


(1937 = 100) 
First 
half 
1939 1940 1941 1942 1943 1944 1945 1946 1947 
LU ne Sy A 100 124 154 206 262 303 323 317 299 
B 102, 111. 137° 183-240. 272 =e 26 ige28? 33 
IS Nir Oe oe ae A 116. 131 166.292, .535 580 544 


B 121 134 184 326 787. 916 779 698 688 


Hebanon) a2. 540 «ay A? af epee: 626 835 953 1038 889 803 
< Be. 100° 110 ©... 319, 47017594), 6075 5s 505 
QIESUNC yes so «v2 oo A 93 145 158 231) .282).298 $2983 10m 308 
Bt cites am 0ifemy -LLO.13300138 on14 Fook ee ed 

REED V Bees tiki oye A° 98 123 170 330 573 446 431 415 419 


BF 101 112 138 232 347 339 354 342 344 


er Statistical Office of the United Nations, Monthly Bulletin of Statistics, No. 10, 
. . Not available. 
8 Prices in Teheran. 
> Prices in Beirut; base: June 1939 = 100. 
¢ Base: June-August 1939 = 100. 
4 Base: January 1942 = 100. 
© Prices in Istanbul. 
£ Cost of living in Istanbul; base: 1938 = 100. 


While the index numbers in table 45 reflect the over-all trend and the 
general spread of inflation in the region, they should be read in the light of 
the background situation in the various countries. The figures relate almost 
entirely to controlled markets with fixed prices, which usually constituted a 
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relatively small sector. Black markets were not uncommon. Inadequate trans- 
port contributed to the difficulties of control and gave rise to wide dis- 
crepancies in prices. 

High prices left wide margins of profit for the industrialists, landowners 
and traders. Wages, on the whole, showed an appreciable increase but did not 
balance the increase in prices; consequently real wages deteriorated, particularly 
in the case of agricultural workers. The profits accumulated by industrialists, 
landowners and traders exerted pressure of varying force on the market. Con- 
siderable capital was used in speculation, which affected lands and foodstuffs, as 
well as textiles and other products. 

The rate of increase in prices decreased during 1945 although the upward 
trend still persisted. The slackening was due to the sharp drop in Allied mili- 
tary expenditures, to a slight recovery in imported goods, and to anti- 
inflationary measures. 

These measures were not unsuccessful, though their achievement in slowing 
down price increases was limited. On the whole, price controls and rationing 
schemes, which were adopted in a few countries of the Middle East, were 
introduced rather late and were limited in scope. While they proved of value 
in Palestine, Egypt and, to a certain extent, in Turkey, their effects were 
hardly felt in the other countries of the area. Taxation intended to absorb 
the swollen purchasing power was seldom employed in the area, and where 
such taxes had been adopted they were at such low rates that they did not 
have any substantial effect. Redemption of foreign debts, and the floating of 
internal loans, measures adopted in Egypt, Iraq and Turkey, absorbed some of 
the excessive purchasing power. 

Inflationary pressures were slightly relieved during 1946 but were still 
- operative to a considerable degree. The wholesale price level moved down- 
ward, except in the case of Palestine where it continued to rise, but the decline 
was insignificant. The same trend for the first half of 1947 can be detected 
in the wholesale price indexes which are available. 

The maintenance to date of these inflationary pressures is inevitable, owing 
to the backlog of demand for consumption goods as well as for capital equip- 
ment. However, liquid savings in the lower income groups were limited and 
are bound to be exhausted in the immediate future while, at the same time, 
local output and imported supplies are increasing. Private investment is now 
at a rate which hardly exceeds what is normal for an expanding economy. 
Moreover, private investments are mainly directed towards fields contributing 
to an increase in the output of consumers goods. In such conditions, defla- 
tionary influences may develop unless new factors affect the situation. Such a 
change might take place if the countries of the Middle East were to launch 
large-scale development activities not financed through increased, progressive 
taxes. The various plans of development envisaged by Egypt, Iran, Turkey, and 
other Middle Eastern countries involve large expenditures and, thus far, no 
evidence indicates that the governments intend to resort to substantial increases 


in the existing taxes. a 
ForEIGN TRADE a 


BALANCE OF TRADE AND BALANCE OF PAYMENTS 

In terms of its international economic relations, the Middle East as a whole 
is a deficit area, usually depending on imports for its capital requirements as 
well as consumer commodities. In the 1930’s Turkey, Iran and Egypt usually 
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had an excess of exports over imports while Iraq, Lebanon, Syria, and Pales- 
tine had a substantially passive balance of trade. While Turkey maintained its 
export surplus during the war years, Egypt and Iran developed a substantial 
deficit in their trade accounts. In the other Middle Eastern countries the 
deficits in their commodity accounts continued, though with wide variations 
from year to year. The trade statistics available for 1946 and 1947 suggest 
continuance of the same trend.’ 


In the case of Iran, Iraq, Syria-Lebanon, and Palestine, invisible items such 
as oil royalties, tourists’ expenditures and emigrant remittances, helped balance 
total international payments.’ 

No estimates of the balance of payments have been made public for Turkey 
since 1932, or for Egypt since 1936." 


INTER-REGIONAL TRADE 


Among the developments which took place during the war years, the sub- 
stantial growth in the inter-regional trade of the Middle East is very significant. 
The extent of this growth in 1945, as compared with 1939, is shown in 
table 46. 


The available figures relate to the value of trade in merchandise and con- 
sequently are inflated by price increases. However, when deflated by the 
average rise in wholesale price indexes for the Middle Eastern countries, inter- 
regional trade still shows a considerable increase. Moreover, the existence of 
this underlying trend is supported by the growth in the quantum of Middle 
Eastern trade of countries for which trade statistics are available, e.g., Iraq, 
Syria and Lebanon. 


A considerable part of that growth was the outcome of the relative isolation 
of the countries of the Middle East from their normal suppliers abroad and of 
the dislocations of those supply channels, caused by the war. Various measures 
of co-operation and co-ordination in the field of commercial exchange, taken 
by the States that are members of the Arab League—which is now considering 
the establishment of a customs union—contributed to that growth in inter- 
regional trade. The diversification of, and increase in, agricultural produce of 
certain countries of the area and the growth of industrial output contributed 
greatly to this result and is likely to be sustained for some years. In fact, 
available trade figures for 1946 and the first half of 1947 indicate a continua- 
tion of this general tendency during that period, characterized by a steady 
trend towards normalcy. 


* Trade statistics for 1946-47 are published in: Syria and Lebanon: Maaloumat 
Thsaiah (Eléments statistiques de Syrie et du Liban, deuxiéme trimestre, 1947) ; Turkey: 
Konjonktur, April and June 1947; Palestine: Palestine Government, Supplement to 
Survey of Palestine, June 1947. 


* Latest. information on the balance of payments of a number of these countries is 
recorded in the following publications: Almagmouah Alihsaiah (Statistical Abstract of 
Traq, 1939); Rapport du Conseil d’administration de la Banque de Syrie et du Liban 
Octobre 1946; Government of Palestine, A Survey of Palestine, Vol. 3, 1946. : 


*The most recent statement on the balance of pa i 
I yments of Turkey appears in th 
Peaeue of Nations, Balances of Payments, 1932, and for Egypt in Bolances a Pabmaenit 
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Chapter 5 
AFRICA’ 


In this brief review of current economic trends in Africa which are signifi- 
cant in relation to world economy,’ it will be convenient to place events in a 
certain broad framework as follows: a distinction may be made between those 
African countries and territories which suffered a serious deterioration in their 
economic life as a result of the war and those which, in spite of certain 
shortages, experienced a net expansion of activity. Some of the territories in 
the former group, being the scene of actual conflict, suffered direct war damage. 
Among such were, for example, Tunisia, Tripolitania, Cyrenaica, and to a 
lesser extent, Ethiopia, Eritrea, British Somaliland, and Italian Somaliland. 
There were other areas in which economic deterioration was due rather to 
the indirect effects of the war, as for example, Algeria, Morocco, Madagascar, 
and French Tropical Africa. 


It is also important to bear in mind that a very considerable portion of 
Africa is under the dominion of European countries and that in consequence 
problems of economic recovery and development in these areas are intimately 
associated with European problems. On the other hand, certain African coun- 
tries enjoy sovereign independence (the Union of South, Africa, Ethiopia, and 
Liberia), or very nearly so (Southern Rhodesia). Finally, it must be remem- 
bered that the level of economic development of the African continent, though 
varying among areas, is low and that Africa’s contribution to world production 
before the war was smaller than its share of world commerce. This fact em- 
phasizes the relative importance both of the extensions of development which 
the war has brought in certain parts of the continent and of the deterioration 
and disturbance which it has wrought elsewhere. 


The problems of re-adjustment of economic life to post-war conditions vary 
broadly in conformity with the general pattern outlined above. Taking Africa 


as a whole, however, its current participation in world trade is relatively larger 
now than before the war. 


* Excluding Egypt, which is dealt with in the chapter on the Middle East. 


* This report aims at providing an adequate cross-section of current economic trends 
in Africa. In dealing in limited space with this large and heterogeneous continent, there 
must perforce be a number of omissions of significant events. Also, adequate information 
is not available on conditions in certain territories. 


Statistical data on a continent-wide basis are generally limited in scope and are not 
always up to date. The standard of economic and statistical services varies considerably 
among African territories and countries, and a number of desirable statistical series are 
not available. It is hoped that the collection arid classification of statistical data pertain- 
ing to Africa will be rapidly improved, and a few countries and territories are exerting 
efforts in this direction. Other shortcomings found in this report may be overcome as 


se of the available economic and statistical information is supplied to the United 
ations. 


* Madagascar, sections of Kenya and of the Anglo-Egyptian Sudan, Morocco, and 
Algeria suffered only minor war damage. 
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Table 47 


PaRTICIPATION OF AFRICA (EXCLUDING EcyPT) 
IN WORLD TRADE, 1938 ANp 1946 


1938 1946 (estimate) 
Exports Imports Total Exports Imports Total 
(Millions of U.S. dollars) 
World total’ ps y.3. bee. 22,137 24,864 47,001 33,710 39,450 73,160 
Africa, except Egypt 
Amount: |.2 43, ene. « SISM WigsoskeeiZO 13492. 32,210. west LU 
Per cent of ‘total... og 5.6 4.8 4.4 5.6 eh 


Source: Data supplied by the International Monetary Fund. 


The increase in the relative importance of African exports is partly attributa- 
ble to the temporary decline of other sources of supply, particularly in Asia. 
A return to normal production in these areas will affect the competitive posi- 
tion of some African vegetable and mineral products. 


RECOVERY OF DEVASTATED AND HicuHity DisLocaTED AREAS 


The problems of the devastated African areas are similar to, though, in 
general, less complicated than, those of Europe. Ethiopia and Eritrea were 
liberated at an early date and were integrated in the war-time economic 
organization of the Middle East. These countries have made marked progress 
toward recovery, although a number of serious problems remain. Large-scale 
reconstruction in Tripolitania and Cyrenaica awaits the political settlement 
with reference to the former Italian colonies. The interim stability that these 
territories had attained under British Military Administration was upset by 
the severe drought of 1946/47. In Tunisia much has been accomplished in the 
reconstruction of transport, and the production and export of phosphates 
has recovered to pre-war levels. However, owing largely to a series of droughts 
and the indirect effects of the war on agriculture, disequilibrium persists in 
French North Africa in spite of a number of favourable economic trends. 

In Ethiopia during 1946 the value of exports, inclusive of bullion, rose by 
forty per cent as compared with 1945, owing to a high level of demand for the 
major products of Ethiopia and to the attention given to the repair and re- 
construction of transport. Export gains were registered principally in coffee, 
hides and skins, cereals and pulses, and bullion. Tonnage in transit over the 
railway passing through French Somaliland approached, though it did not 
equal, the 1938 level. Imports increased by approximately the same percentage 


as exports. 


Exports 
(including Merchandise 
bullion) imports 
(Millions of U.S. dollar equivalents) 
POLO MIOEIER. FU. IO. TOUR E. EO. 16.6 15.4 
19269 RFU ER, Bee KOEI LID, 23.2 21.9 


The Government has provided estimates showing further improvement in 
exports during 1947.’ However, Ethiopia, currently, has a net deficit in its 


z Secretary-General of the United Nations, supplementary report, Financial Needs and 
Resources of the Non-European Devastated Countries (document E/576/Add.1, 7 Octo- 


ber 1947). 
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balance of payments on current account estimated at $1.4 million. The deficit 
in trade with dollar countries, which is estimated at $1.7 million, is partially 
offset in the total balance by a sterling surplus. The Government has an 
effective system of exchange and import controls, but the suspension of free 
convertibility of sterling exchange, which had been expected in 1947, has 
restricted imports from current earnings of needed capital and consumer 
goods. Price controls have been instituted recently in order to stabilize export 
trade, which has been disturbed by internal price increases. Labour troubles 
affecting railway transportation have been a further complicating factor. 

Trends in Eritrea have been similar, in that exports, consisting principally 
of hides, skins and buttons, have increased during the first seven months of 
1947, compared with the same period in 1946. Imports remained at approxi- 
mately the same level. 


Imports Exports Re-exports 
(Thousands of £ sterling) 
1946 (7 months) ......... 2,168 713 444 
1947 (7 months)......... 2,197 1,051 715 


Source: Barclays Bank (Dominion, Colonial and Overseas), Overseas Review, Sep- 
tember 1947. 

The maize and wheat crops for 1947 have been adversely affected by 
drought and locust invasions. As a result, wheat has been imported, and wheat 
prices have advanced sharply. 

In 1946 French North Africa achieved major gains in production, recon- 
struction of transport facilities and exports, notwithstanding the shortage of 
shipping; the general situation in respect of non-agricultural production and 
exports is evolving favourably in 1947. A number of sectors of the economy 
have reached or exceeded pre-war levels of activity. Over-all industrial pro- 
duction is high, reflecting war-time increases in industrialization and a con- 
tinued inflow of capital in the post-war period. The production of minerals, 
notably of phosphates, has made rapid strides, although exports of Algerian 
iron ore in 1946 were only half of those in 1938. Export sales in certain cases 
have been restricted as a result of mounting inflation. 

The principal immediate problem of the region centres about the ab- 
normally low level of agricultural production; the consequences are intensified 
by a rapid rate of population increase. The area has shifted from its pre-war 
position as a net exporter of cereals to a net importer. It is currently unable 
to export significant quantities of animal products continually. War-time 
neglect and blight have seriously affected viticulture. Production of oils and 
fats is below pre-war levels, while demands of the local population have in- 
creased. The shift in the agricultural position, reinforced by equipment and 
supply needs, has resulted in appreciable deficits in the balance of payments; 
and the area has required, and continues to need, substantial external assist- 
ance. The recovery of the region, particularly of its agriculture, is essential 
to the restoration of regional equilibrium and constitutes a critical phase of 
general European recovery. 

The low level of agricultural production reflects, in addition to war-time 
conditions, a succession of adverse seasons. Algeria’s cereal crop in 1945 was 
sufficient for the satisfaction of only about one-third of the local requirements. 
A serious famine was averted by external aid. The 1946 crop was more than 
double that of 1945, but it fell short of pre-war levels; needs were larger, 
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owing to a population increase at the rate of 100,000 to 150,000 persons a 
year. Although exact figures for the 1947 harvest are not available, reliable 
estimates indicate that because of drought, the yield of principal cereals is 
below that of 1946 and is likely to be about two-thirds of the 1938 harvest. 
The number of livestock was also seriously reduced during the winter of 
1945/46 in consequence of the drought. The vineyards which before the war 
yielded 15 to 20 million hecto-litres of wine, accounting for nearly half the 
value of exports in 1938, brought only 9.5 million hecto-litres in 1946. Slow 
and costly reconstruction of viticulture is being undertaken. Other crops and 
fruits show diverse trends, some favourable, but they are insufficient to offset 
the adverse factors in the major food and commercial sectors. 

Pre-war cereal production in Morocco varied around nearly 20 million 
quintals (1 metric quintal equals 220.46 pounds). Estimates of the 1947 crop, 
originally placed at 23 million quintals, have been scaled down, as the result 
of the May sirocco and a locust invasion, to about 18 million quintals, leaving 
no surplus for export. Average consumption needs, calculated on the basis of 
a ten-year period, would be 22 million quintals. Moroccan exports of live 
animals and dressed lamb were negligible in 1946. 

The Tunisian grain harvest of 1946, although greatly exceeding that of 
1945, was insufficient to meet local needs, and imports are required to make 
up the deficiency. Production totalled 4.5 thousand metric quintals as com- 
pared with the pre-war average of 5.7 thousand. 

The changed commercial position of the region is suggested by figures 
showing merchandise balances in relation to the value of exports, although 
the balances are not directly comparable in size, owing to sharp declines in 
the value of money. 


“_— Table 48 


MERCHANDISE BALANCE COMPARED TO THE VALUE OF EXPORTS OF ALGERIA, 
Morocco AND TunisiA, 1938 anp 1945-47 


> Merchandise Merchandise balance as 
mn balance (++ or —) percentage of exports 
(Millions of francs) (Per cent) 
Algeria 
Same inc nimi os + 643.6 1C--) 
Eee i cease Slee Sr oy ne 2 —7,999.2 221 ( -) 
DUO nn ten ty oe uate sass — 417.0 2( -) 
1947 (5 months).... 2,265.8 16 ( -) 
Morocco: 
‘ne Sot ee ~ 672.5 44 ( -) 
Podn wrmieck ss diegaet ~2,880.4 hel a) 
TG ee -7,134.0 69 ( -) 
1947 (6 months).... —6,644.0 83 ( -) 
Tunisia: 
it ec See oe ~ 206.5 a) 
SIN pag” Ae NA ln —5,200.0 144 ( -) 
1947 (4 months).... ~3,730.0 176 ( -) 


The figures cited above, while they portray disturbed conditions, do not 
constitute a record of progress or deterioration. For example, the volume of 
Moroccan exports in 1946 was appreciably above the 1938 level. Wheat and 
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secondary cereals accounted for thirty-seven per cent of the total value of 
foreign imports into Morocco in 1946, when the net deficit in the balance 
of payments on current account resulting from commercial and financial 
transactions with countries outside the French franc bloc amounted to 5,671 
million francs. As the result of improvement in agricultural production, im- 
ports of cereals have fallen off in 1947. They amounted to 41,000 tons valued 
at 129 million francs during the first six months of 1947, compared with 
275,000 tons costing 1,200 million francs in the same period of 1946. While 
the size of the adverse merchandise balance has grown during 1947, imports 
have changed in composition and consist more largely in investment goods and 
supplies adapted to the administration’s programme of reconstruction and 
development. 

With respect to the remaining French territories in or adjacent to Africa, 
all of which were cut off during part of the war from commercial contacts 
with France, recovery trends are indicated to some extent by changes in the 
quantity of exports and imports in the respective territories. The figures cited 
are for tonnage only, inasmuch as a continuous series of weighted index num- 
bers of quantity does not exist. However, the crude figures are significant in 
spite of some changes in the structure of exports and imports. 


Table 49 


QUANTITY OF EXPORTS AND IMPORTS OF FRENCH TROPICAL BLOC, FRENCH 
SOMALILAND AND MapaGAscarR-REUNION, 1938 anp 1945-47 


1938 1945 1946 
‘ Exports Imports Exports Imports Exports Imports 
French tropical bloc: (Thousands of metric tons) 
French West Africa.... 987.8 557.6 347.5 345.3 465.2 396.4 
OC OlADC ise ance 53.0 20.8 37.1 a9 ia Pe) 18.6 
Cameroons. .ahissacrs a 164.2 58.8 93.0 36.0 126.4 49.0 
French Equatorial 
PAT HICAt mrt ce aoxcd 333.9 76.3 120.8 86.1 163.0 83.1 
PROT AT tte as ate see 1,539.4. 713.5 588.4 477.3 7699 \ 5474 
French Somaliland ...... 140.3 68.1 24.1 12.2 34.8 ST 
Madagascar-Réunion .... 3484 2298 211.4 138.1 249.4 187.9 
Six months’ periods 1946 and 1947 
i ae 1947 
; xports mports Exports Imports 
French tropical bloc: (Thousands of metric tons) 
renchsWesteAtrica........ fh bee chs 294.4 187.1 304.8 246.0 
PROGGIANG 8. ccgic ce aiiet hic enced chs a ecttnee 6.5 7.8 12.2 13.8 
GAMeTOONS Ube oe <x chunch << NOU oun seus 60.5 21.3 64.2 28.9 
French, Equatorial, Africa, .. Vvene, . +. 0 < 69.2 37.9 87.0 eye 
Frenchysomaliiand <2... .ss.0 . eae wee 12.6 15.8 29.6 yal 
Madagascar-Reunion seni. oa.-.0s oe aches ee 116.1 71.8 95.5 84.1 


_ Source: Bulletin mensuel de statistiques d’outre-mer, July and August 1947, and earlier 
issues. 
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In Madagascar-Réunion commercial tonnage increased steadily between 
1944 and 1946, but exports during the first six months of 1947 fell off as com- 
pared with the same period of 1946. In 1944 exports and imports had been, 
respectively, 159,400 tons and 89,700 tons, and the total commercial movement 
amounted to only forty-three per cent of the 1938 level. In 1945 the total 
commercial movement reached three-fifths of the 1938 tonnage, and it in- 
creased in 1946 to three-quarters of the 1938 level. In Madagascar, where 
disturbed political conditions have affected the rate of recovery, preference 
has been given to the export of high-valued products such as vanilla. The com- 
mercial balance of Madagascar-Réunion was favourable both in 1938 and 
1946, being 159.5 million colonial African francs, or 15.5 per cent of the value 
of exports in the former year, and 1,219.1 million colonial African francs, or 
29.7 per cent of the value of exports, in the latter year. However, in 1946 
Madagascar had a smaller surplus relative to exports; whereas Réunion had a 
larger surplus. 


In the western French African territories, the volume of exports in 1946 
was only half that of 1938. Imports, although abnormally low by pre-war 
standards, amounted to three-fourths of the 1938 level, reflecting intensification 
in the effort to meet the accumulated needs of the territories. Although ship- 
ping is now used more efficiently than before the war, shortage of bottoms 
and transport bottle-necks have made it difficult to export bulky products. 


Although there are distinguishable differences in the war-time and post-war 
evolution of the economies of the western French African territories, the 
general situation prevailing in the area may be illustrated by reference to 
French West Africa, the largest and most acutely affected of the territories. 
The war interrupted the economic expansion, particularly in primary products, 

_-~ of French West Africa. The territory before the war was second to India as a 
producer of ground-nuts, was the world’s fifth largest producer of palm-oil, 
and was an important producer of palm kernels, karite nuts and karite butter. 
In 1942, after a lapse of two years, the territory resumed its participation in 
the Allied war effort; but while the Allies emphasized oleaginous products and 
rubber, production of other items stagnated. Isolation from France led, as in 
other parts of Africa, to industrialization on a very limited scale, including 
expansion of plant for the manufacture of soap, tanning, processing of fish, 
production of chocolate, and the like. Local conversion of raw products into 
ground-nut oil and oil cakes is undertaken more extensively now than before 
the war, and exports of ground-nut oil and oil cakes were higher in 1946 than 
in 1938. However, these increases are insufficient to compensate for major 
declines in exports of ground-nuts, palm kernels, palm-oil, karite nuts and 
karite butter. To cite one case among the oleaginous products, exports of 
ground-nuts of 170.1 thousand tons in 1946 were at only one-third the pre-war 
level (538.2 thousand tons in 1938). The situation in respect of coffee, live 
animals and precious woods was more satisfactory in 1946, but cacao pro- 
duction was slightly more than half the 1938 total. Cotton production was 
about one-third that of 1938. Exports of fresh bananas in 1946 were only 
one-ninth those of 1938; a minor quantity of dried bananas was, however, 
exported. The territory’s adverse balance of merchandise trade, which in 
1946 amounted to 1,870 million metropolitan francs, is aggravated by the 
shortage of “hard” currencies. The slow recovery of French West Africa is 
largely accounted for by shortage of consumer goods required to encourage 
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the African producer; increase in the acreage devoted to local food produc- 
tion at the expense of export crops, in order to offset the loss of rice previously 
imported from Indo-China; two consecutive years of drought in Dahomey; and 
other factors. Planned expansion of oleaginous products in this area takes into 
account soil exhaustion in parts of Senegal and the need for mechanization. 

In French Equatorial Africa, exports of timber products in 1946 amounted 
to only 108.8 thousand tons as compared with 275.8 thousand in 1938. Came- 
roons under French administration, and French West Africa, less important 
timber producing areas, registered striking recoveries. 


Table 50 


EXPoRTS OF TIMBER FROM CAMEROONS UNDER FRENCH ADMINISTRATION, 
Frencu EguatoriaL AFRICA AND Frencu West Arrica, 1938 anp 1945-47 


1938 1945 1946 1947 
(6 months) 
(Thousands of metric tons) 


Cameroons under French 


admunisttation “tnrnun cs. taidveatie « 40.8 15.0 42.6 19:7 
French Equatorial Africa............ 275.8 57.7 108.8 76.9 
French West Africa (precious woods) .. 40.5 10.0 41.1 27.1 


Source: Bulletin mensuel de statistiques d’outre-mer, July and August 1947. 


Vegetable oils and fats, considered as a group, are in a depressed condition 
in the area. The general situation in respect of minerals, while varying among 
the respective territories, is much more satisfactory. In 1946 the territories, 
as a group, had a deficit in their combined merchandise balance amounting 
to 3,716 million metropolitan francs, or thirty-seven per cent of the value 
of exports, as compared with a deficit of 52 million metropolitan francs, or one 
per cent of the value of exports, in 1938. French Equatorial Africa alone had 
a small positive balance on merchandise account in 1946. However, the 
accumulated import needs of the area are high, and imports have increased 
meto+ 7, 

TRENDS IN MORE FAVOURED AREAS 


The more favoured African countries, some of which experienced an ex- 
pansion in productive activity during the war, are different from one another 
in many respects. They comprise the Union of South Africa, the Rhodesias 
British East and West Africa, the Belgian Congo, Liberia, and the Anglo- 
Egyptian Sudan. Although these areas suffered varying degrees of commercial 
dislocation and shortages of imports, they were closely tied in with the war 
effort and, particularly after the loss of Far Eastern sources of supply of 
many vital raw materials, were subject to heavy demands upon their agri- 
cultural and mineral resources for military and civilian supplies. Experiences 
varied among members of the group in respect of the nature and scale of 
their war-time efforts, the development of new production capacity and the 
drain on parts of their capital, transport and resource structure. In all cases 
the difficulty of maintaining essential imports of food and other supplies led 
to increased local production of foodstuffs and to some industrial development 
which was especially pronounced in the Union of South Africa and the 
Belgian Congo. 

During the war the Union of South Africa practically extinguished its ex- 
ternal debt, while many South African citizens acquired, by purchase, shares 
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in South African gold mining and other concerns formerly held by foreign 
investors. Liberia, whose revenue profited from the expansion of rubber, 
liquidated most of its national indebtedness. British East and West Africa 
emerged from the war with sterling balances amounting on 31 December 1946 
to £215 million, largely in consequence of military expenditure and a relative 
increase in exports over imports. Nigeria, the Gold Coast and Kenya reduced 
their indebtedness, and most British colonies accumulated increased surplus 
balances; the surplus in the case of Northern Rhodesia, owing to the expansion 
of the copper industry, is relatively large. In the British West African terri- 
tories (the Gambia, Gold Coast, Nigeria, Sierra Leone) and in the British 
East African territories (Kenya, Uganda, Tanganyika, Zanzibar, Nyasaland, 
Northern Rhodesia, but not including British Somaliland), public revenue 
doubled between 1938 and 1946; the totals for the West African territories 
being 22,747 thousand pounds sterling in 1946, as against £10,644 thousand 
in 1938, and for the East African group, £22;207 thousand against £10,674 
thousand. Expenditures also rose, but in most cases, in spite of inflation, in- 
creases in actual revenues brought a real improvement in the financial position 
of the territories. The Anglo-Egyptian Sudan also effected a partial recon- 
version of its debt. The 1947 budget of the Sudan Government was balanced 
at £E9,208,880, the highest in the territory’s history, as compared with 
£E5,053,765 in 1939, though this result is partly explained by higher price 
levels; and local government budgets totalled £E963,352 in 1947 as against 
#E213,950 in 1939. 

The Belgian Congo, whose principal exports went to the United Kingdom 
and the United States after 1941, acquired large holdings of foreign exchange 
owing to an export surplus of unprecedented size. These balances have been 
reduced since the war, partly in order to finance imports, partly because of 
remittances of accumulated dividends to Belgium, and for other reasons. 

In general, the problem of re-adjustment to post-war conditions in these 
areas, arising in part out of the decline in military demands for certain 
products, has been accomplished so far without great difficulty owing to con- 
tinued world shortages in major primary products and, as in the case of the 
Union of South Africa, to a continued expansion in local industrial production. 
While the market position of war-expanded African rubber and pyrethrum has 
fallen, the demand for most principal products is high and is intensified in some 
cases by the European need to conserve “hard” currencies. Also, there exists a 
considerable delayed demand which resulted in increased imports in 1946 to 
1947 of both consumer and capital goods. 

The following table gives the value of exports and imports of the Union of 
South Africa and the British colonies in 1939 and since the war. 


Table 51 


FOREIGN TRADE OF UNION oF SouTH AFRICA, SOUTHERN RHODESIA, BRITISH 
East Arrica, AND Britis West Arrica, 1939, 1945 anp 1946 


Union of South Africa® Southern Rhodesia® 
Exports Imports Exports Imports 
(Millions of £ SA) (Millions of £ sterling) 
DAO see that. wo, ial ME Ss ot 34.1 93 11.9” 9.7” 
Res Tie TR I og. a a 77.5 112.4 18.0 12.5 
LOSOMI aii TL ok One ees 95.7 214.5 21.3 20.4 
8 Figures exclude gold. b 1938. 
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Table 5] (continued) 


British East Africa® British West Africa 

Exports Imports Exports Imports 

(Millions of £ sterling) (Millions of £ sterling) 
BOBO) Feet o.; bod pret ta Peletacor ans aeetest 1d 27.8 19.0 53.2 24:3 
B94 cblare esreayd stoic @ dea chek s 42.8 31.6 35,2 31.6 
£9465 cs Bese 'erasts «laebpapiateie = a «as 47.0 42.3 49.3 48.6 


© Not including British Somaliland. 


Exports from the British East African territories, which produced essential 
or needed agricultural products, rose steadily during the war. The expansion 
in the value of exports has continued into the post-war period, though in some 
cases this is the result of increases in prices rather than in quantity. There was | 
a considerable shift in the composition of exports between 1939 and 1946. 
Thus, in Tanganyika Territory, sisal rose to forty-four per cent of the total 
value of exports in 1946, as against twenty-nine per cent in 1939, though the 
quantity exported was only twelve per cent larger; and diamonds from a 
recently discovered field replaced gold as the second export by value. In 
Southern Rhodesia tobacco has replaced gold as the leading export. The 
British West African territories—where production of essential minerals, such 
as Sierra Leone iron and Nigerian tin, oleaginous products and rubber was 
emphasized—experienced neither marked expansion nor contraction in value 
of exports during the war, but values rose sharply after 1944. In view of in- 
creases in prices, the quantum of exports from these territories, like that of 
imports, probably declined during the war. The increase in the value of 
exports and imports in 1946, as compared with 1939, is largely owing to price 
rises rather than a general expansion in volume. To cite one case, the pro- 
duction of cocoa in the Gold Coast, which normally provides about one-third 
of the world’s supply, has declined somewhat owing to the spread of the 
swollen shoot disease and to reduced planting of trees during the war. The 
world price of cocoa increased substantially, particularly after the removal of 
price controls in the United States in October 1946. In the various British 
territories the war-time trend towards participation by the metropolitan and 
colonial governments in bulk purchases and sales of colonial products is con- 
tinuing. 

The Union of South Africa is in a sense a special case because of its greater 
pre-war industrial development. Indeed, whereas most other African terri- 
tories increased their income through an increase in the demand for primary 
agricultural and mining products, the Union of South Africa was able to 
supply increased military and civilian demands for industrial products. Thus, 
while gold production declined somewhat during the war, secondary industries, 
particularly food processing, boot and shoe manufacturing, engineering trades 
and garment making, experienced a marked expansion. The Government-spon- 
sored iron and steel industry increased its output considerably. Employment in 
manufacturing rose by forty-six per cent between 1938 and 1946. Both the 
production and export of coal have increased. Production of coal, which was 
18 million tons a year before the war, is now about 25 million tons and, accord- 
ing to a recent statement of the Minister of Economic Development, may reach 
31 million tons by 1949. j 
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General war-time expansion of industry, though considerable, was limited 
both by shortages of materials and of skilled labour. Even so, compared with 
many other countries, the Union of South Africa was able to maintain a 
fairly satisfactory volume of essential consumer goods throughout the war. 
Since at the time the amount of war expenditures financed from loan account 
was relatively small, the increases in. the general price level were moderate 
despite an almost complete absence of rationing.’ 

Since the war, the re-adjustment of the economy from war-time to peace- 
time needs has been relatively easy. The main difficulties have arisen from 
shortages of commodities in world demand, especially wheat, maize, fats and 
oils, and equipment of all kinds. A high level of demand has been maintained, 
despite the decline of war expenditure, as a result of increased private invest- 
ment and a considerable delayed demand for consumer goods. Expansion of 
private investment in secondary industries has been considerable and invest- 
ment in the gold mining industry, despite the difficulties created by rising costs 
of production, has been influenced by new mining developments in the Orange 
Free State. The sharp rise in imports between 1945 and 1946, from £SA112.4 
million to £5A214.5, has been partly influenced by new investment. Accord- 
ing to the Minister of Posts and Telegraphs, during the past year immigrants 
and industrialists brought into the Union capital on the order of £SA100 
million. 

The experience of Southern Rhodesia, though on a smaller scale, was in 
significant respects parallel to that of the Union of South Africa. 

By comparison with the Union of South Africa, the Belgian Congo (with 
Ruanda-Urundi) is the outstanding example of economic expansion and 
structural change based on the contribution of mineral, non-ferrous metal and 

~~ agricultural products to the war effort. Isolated from Belgium and Europe, 
to which, before the war, the country exported nine-tenths of the quantity of 
its exports and from which it received half its imports, and its equilibrium 
further affected by the devaluation of the Congo franc in 1940, its resources 
were placed at the disposal of the Allies and strict economic controls were 
imposed in the interest of orderly development and stability. The Belgian 
Congo found new markets in the United Kingdom and the United States and 
forged new commercial ties with other African countries, particularly the 
Union of South Africa. Plant capacity to treat and refine metals was added. 
Considerable expansion occurred in copper and tin, and also in cobalt, tung- 
sten, zinc, and uranium. The production of gold was sacrificed in favour of 
copper and industrial diamonds, but gold stocks were built up during the war. 
Exports rose, subject to an interim decline, from 545.0 thousand tons valued at 
1,897.2 thousand francs in 1938, to 620.2 thousand tons worth 4,609.7 thousand 
francs in 1943. Between the same years, and again after a decline, imports 
increased from 312.4 thousand tons valued at 1,022.6 thousand francs to 471.7 
thousand tons worth 2,289.5 thousand francs. Exports declined to 530.4 
thousand tons in 1944. 

During the war the Belgian Congo also experienced some industrialization 
of local and regional importance and this trend has carried over into the post- 
war period. The commercial orientation forged during the war has also con- 
tinued to some extent. 


1 The only product officially rationed to consumers in the Union of South Africa during 
the war was motor fuel. 
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The adjustment to post-war conditions has, as generally in Africa, been 
favoured by high levels of effective demand for primary products. After the 
decline of 1944, exports have increased. In 1946 the tonnage of exports was 
about thirty per cent above the 1938 level. 


Table 52 
EXporTs FROM THE BELGIAN Conco AND RuanpA-UrunpI, 1945 anp 1946 
1945 1946 (provisional) 
. Quantity * Value Quantity Valea 
(Metric tons) (1,000 frs.) (Metric tons) (1,000 frs.) 
Slr ea oe arckey goieen 147,421 529,634 167,001 578,589 
Cotton and its 
derivatives ...... 43,984 463,799 55,587 578,536 
Mineral products ... 237,266 2,769,529 263,492 3,098,093 
Animal products ... 734 63,913 £325 88,008 
Variotis” 44 Ai Pohe7t 169,576 1,164,580 215,958 968,178 
EL OTAL a Pate sed es 598,981 4,991,455 703,363 5,311,404 


Source: United Nations document A/322, 30 July 1947. Information transmitted by 
the Belgian Government under article 73(e) of the Charter. 

a Exports in 1946 are given as 708,858 metric tons, valued at 6,024.6 million francs 
in Bulletin de la Banque belge d’ Afrique, September 1947. 


SHORTAGES AND INFLATION 


In all African countries, the war brought shortages both of consumer goods 
and of capital equipment, increases in money incomes, and inflation. Infla- 
tionary/trends have persisted in the post-war period owing to continued high | 
demands for primary products and a general shortage of imported consumer 
goods in the face of accumulated demands. In some cases new private invest- 
ment has contributed to inflationary pressures. In a number of instances, too, 
public expenditures for reconstruction have assisted in maintaining or even 
increasing the total volume of investment, though shortages of capital goods 
required to meet arrears of maintenance, to repair war damage, and to re- 
habilitate export industries and transport systems, have in many respects 
severely limited the process of recovery. Inflationary pressures have also been 
intensified in some cases by failure of important food crops. The imports of 
food which have taken place in consequence of crop failures have been at 
much higher prices. 

Although a marked recovery of imports has occurred since 1945, and mari- 
time transportation services have improved, scarcities of many imported goods 
continue to exist in Africa. Such shortages restrict economic activity, including 
the production of needed exports and the fulfilment of development plans. 

Shortage of textiles is one of the most serious problems in Africa, since 
textiles are not only important consumption goods but are urgently needed 
to stimulate productive effort. This shortage, based primarily on low supplies 
from Europe, is intensified by the slowness with which Japan, an important 
pre-war supplier, is re-entering the African market. India, which became a 
major source of supply to eastern and southern Africa following the decline of 
Japan, cannot export enough to satisfy the needs of these areas. Recourse has 
been had, generally, to supplies from the United States of America. The 
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various Governments have made serious efforts to procure textiles for the 
dependent territories. The United Kingdom has purchased, with dollars, Japa- 
nese grey goods for importation in the British territories and the Anglo-Egyptian 
Sudan. The French Government has recently allocated to its western African 
territories supplementary credits of dollars for the purchase of cloth, which, 
in the case of Cameroons under French administration, are to be specially 
reserved for the producers who will furnish palm-oil for export. However, 
imports remain considerably below needs. The British West African terri- 
tories, in the first quarter of 1947, received about forty-four per cent of their 
pre-war imports in a comparable period. Tanganyika Territory in 1946 im- 
ported 28.6 million square yards of cotton piece-goods, compared with an 
average of 50 million yards before the war. Rations in French North Africa 
averaged 4.5 metres per capita between 1943 and 1946, or about one-quarter 
of pre-war consumption. 

Among the capital goods in short supply are iron and steel products such as 
agricultural machinery and tractors, sheet and structural steel, locomotives, 
railway cars, port equipment, and the like. 

Shortages of basic cereals in French North Africa, and drought in Tripoli- 
tania and Cyrenaica, have been the subject of earlier comment. Other areas, 
less seriously dislocated as the result of the war, have also experienced short- 
falls in major foods. Southern Rhodesia has been experiencing the worst 
drought in its history, and has had recourse in 1946 and 1947 to imports of 
maize, the most important Native food, principally from Argentina and also 
from the United States of America. During 1946 Tanganyika Territory, Kenya 
and Uganda imported 67,000 bags of corn from Argentina to relieve serious 
shortages attributable to a sharp decline in the production of cereals. Condi- 

_-tions in these areas have improved subsequently, but Zanzibar is currently 
experiencing a shortage. 

In the Union of South Africa, the 1945/46 wheat crop was adversely af- 
fected by drought. The 1946/47 crop, though larger, was below expectations, 
and about two million bags of wheat had to be imported to meet current 
needs. Production of maize, which is the main food crop and the staple food 
of a large part of the African population, has also suffered during and since 
the war from adverse weather conditions. Before the war the Union of South 
Africa normally exported a considerable quantity of maize, but in recent years 
supplies have been imported, owing in part to an increased home demand 
attributable to larger aggregate incomes and increased urbanization of the 
native population. In 1946/47 the maize crop, like the wheat crop, was below 
expectations, and it was necessary to adopt certain restrictions on consumption. 
Nearly four million bags of maize were imported from Argentina, together 
with a much smaller quantity from adjoining territories. The 1947/48 maize 
crop is expected to be larger than that of the previous year, and to result in 
removal of certain restrictions and in reduction in the prices paid to the 
producers. 

The extent of inflation has, however, been different in various parts of 
Africa. As would be expected, the devastated and the seriously dislocated terri- 
tories have tended to experience inflation of a graver character than the more 
favourably situated countries. Extreme inflation is in evidence throughout 
North Africa. Inflation in the western French African dependencies is serious, 
though less marked than in French North Africa, and inflation there is more 
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grave than in the neighbouring British and Belgian territories. In the Anglo- 
Egyptian Sudan, where a strict policy of price control and rationing was fol- 
lowed during and since the war, the cost of living rose by about seventy-five per 
cent between 1939 and 1946, and increases in prices were less than in Palestine 
and Egypt. In the Union of South Africa and in Southern Rhodesia, inflation 
has been relatively modest, not only in comparison with other parts of Africa, 
but also in comparison with most Allied countries. The wholesale price index 
for the Union of South Africa rose from 101 in 1939 (1937 = 100) to 158 in 
1945, while the retail index (including food and rent) rose from 104 to 137 in 
the same period. Wholesale prices, reflecting continuing inflationary pressures, 
subsequently increased to 173 in September 1947, and retail prices increased to 
146 at the same date. This moderate degree of inflation in South Africa is 
explained by the fact that the supply situation was fairly well maintained by 
importation and by the expansion of local industry, while at the same time war 
expenditures not financed out of current revenue were relatively small. In 
Southern Rhodesia the cost of living index in September 1947 stood at 156, 
compared with 102 in 1939. 

In December 1945 the French Government devalued the metropolitan franc, 
which continued to apply in French North Africa, and established in the other. 
African territories an African colonial franc having a parity value equal to 
1.70 metropolitan francs. This separation of the monetary unit in the two 
groups of territories was made in recognition of the different price trends in 
the two areas. Note circulation in certain of the French territories increased 
between 1938 and 1947 as follows: 


1938 Ratio 
December 1947 1947 to 1938 
(Millions of metropolitan francs) 
INLOROCCO MS ameiies Dewar as wee 638 15,190 (March) 23.8 
Western French African territories 1,163. 10,260 (June) 8.8 
Madagascarme yates cate 398 2,764 (June) 6.9 


Source: Bulletin mensuel de statistiques d’outre-mer. 


INFLUENCE OF INCONVERTIBLE CURRENCIES AND EUROPEAN 
RECONSTRUCTION PROBLEMS 


In addition to shortages and inflation, the world problem of the “hard” 
currencies deeply affects Africa, although a few countries are not seriously 
disturbed as the result of inconvertible currencies. 

Of all the sterling countries, the Union of South Africa is the most favour- 
ably situated with respect to “hard” currencies. It has been possible for im- 
porters of merchandise for bona fide purposes to obtain hard currency to such. 
an extent that they have not been seriously restricted in their transactions. This 
is connected with the provisions of the gold sale agreement with the United 
Kingdom, lapsing at the end of 1947, under which the Union of South Africa 
has sold about £80 million sterling a year of its output to the United King- 
dom, leaving about £20 million out of current production for its own use. Part 
of South Africa’s deficit to the United States has been met from this sum 
direct sales of gold having been made to the United States, and the remaining 
part by drawing on the sterling area pool. Under the new agreement an- 
nounced in October 1947, which remains to be ratified by the Union Parlia- 
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ment, the Union of South Africa will make a loan of 9,275,000 fine ounces of 
gold (taken from existing reserves), worth £80 million, to the United King- 
dom. The loan will be repaid in gold after a minimum period of three years, 
‘or earlier in the form of sterling if the Union’s gold reserves fall below £100 
million. The Union of South Africa will continue to sell part of its annual gold 
output in order to meet its requirements of United States dollars or other 
currencies. ‘The Union of South Africa also undertakes to provide gold to 
meet any drafts on sterling area reserves of dollars on South African account 
during the period of the loan and further, to meet, in gold, any net deficit 
incurred in transactions with all other members of the sterling area. The gold 
loan to the United Kingdom is a timely reinforcement of the reserves of the 
sterling area. The Union’s exports of semi-luxury products to the United 
Kingdom are to be increased, but these are to be paid for in sterling. 

Liberia is also in a favourable position in respect of foreign exchange, owing 
to a considerable war-time improvement in its commercial balance, a steady 
demand in the United States of America for Liberian rubber (exports of which 
have been maintained in contrast to the decline in most African areas), and 
recent monetary reforms which base the currency on the dollar rather than 
the pound sterling. On the other hand, Ethiopia’s estimated dollar deficit for 
1947 has been mentioned. 


In the Non-Self-Governing Territories, which are integrated in their respec- 
tive metropolitan currency zones, both production and commerce are affected 
by the balance of payment difficulties of the metropolitan countries. The par- 
ticular problems of certain of the devastated and highly dislocated territories 
intensify metropolitan difficulties. In certain other cases, colonial trade balances 
are distinctly favourable to the metropolitan countries, principally in that the 
latter enjoy import surpluses in their trade with these territories at the present 
time and sales of some colonial exports earn appreciable sums of dollars for 
the respective foreign exchange pools. The close connexion between the Euro- 
pean and African economies was recognized by the European Committee of 
Economic Co-operation which, in assessing European needs, took into account 
the participation and circumstances of the Non-Self-Governing Territories. For 
example, according to an official source,’ the provisional estimates established 
for the participation of Morocco call for $46,500,000, of which $31,500,000 
would be invested in equipment directly conditioning Moroccan exports to 
Europe. However, altogether apart from possible assistance from the United 
States of America, a number of production schemes are in process, or are 
envisaged, in Africa as a means of alleviating European shortages of essential 
commodities. 

Restraints upon the expenditure of “hard” currencies are in force in most 
of Africa. As the crisis in the United Kingdom has deepened, the British 
territorial governments have intensified their austerity programmes and have 
adopted measures to curtail imports of dollar goods. The Secretary of State 
for the Colonies has recently stated that curtailment in imports (both dollar 
and sterling) in response to British needs is a temporary expedient, and expan- 
sion of production is the major long-term contribution that the colonial peoples 
can make. 

Exchange restrictions are also applied in the French and Belgian territories. 
The Belgian dependencies have a reserve of foreign exchange based on past 


1 Bulletin d’information du Maroc, 15 September 1947. 
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earnings. As has been noted, problems in the French territories, to which 
foreign exchange is allocated by the central Government, are more complex. 
According to an official publication,’ the foreign import requirements of 
French North Africa in 1947 are estimated at 180 million dollars worth of 
foreign exchange, not all of which would be in dollars; of this amount, the 
equivalent of $64 million is required for cereals and other foods. The sum 
required by French North Africa is more than half of the estimated equivalent 
of $336 million of foreign exchange required by oversea France, exclusive of 
Indo-China. : 

Controls of exchange and imports in the Anglo-Egyptian Sudan, which left 
the sterling bloc in July 1947, following the Anglo-Egyptian. sterling agree- 
ment, are modelled on those in force in Egypt. While special permits are re- 
quired for imports from sterling areas, the British Government has undertaken 
to cover any deficit in the event of a shortage of sterling exchange, according 
to a statement made by an official of the Sudan Government. In view of the 
country’s small dollar earning capacity, rigid control is being exercised over 
imports from dollar areas. 

Inconvertible currencies and shortages have stimulated, directly or in- 
directly, a number of production schemes in colonial Africa. A few examples 
may be cited: 

(a) The Government of the United Kingdom is currently developing the 
production of ground-nuts in Tanganyika Territory as the first stage in a vast 
programme, parts of which will also be situated in Kenya and Northern 
Rhodesia. This scheme envisages an investment of £25,500,000 sterling over 
a period of five years. This project is to be administered by the Overseas Food 
Corporation, under the British Ministry of Food, having borrowing powers on 
the order of £50 million for projects outside the United Kingdom; 

(b) The Government of the United Kingdom intends to establish a Colonial 
Development Corporation with authority to borrow on the order of £110 
million. The enterprises which will be fostered are expected to be principally, 
though not exclusively, agricultural; 

(c) The copper refining capacity of the sterling area will be expanded in 
Northern Rhodesia by private interests; 

(d) The Mpanda lead deposits in Tanganyika Territory will be exploited 
after a 127-mile railway line has been constructed; 

(e) French planners have established a comprehensive series of production 
targets in agriculture, minerals, forestry, and animal husbandry in French 
North Africa and the oversea territories. Among them are large programmes 


for the development of fats and oils and timber production, centring in the 
western African territories. 


CHANGES IN THE PATTERN OF COMMERCE 


The pre-war commerce of Africa was closely interlocked with that of Europe. 
Africa normally received more than two-thirds of its imports from Europe, and 
Europe received four-fifths of Africa’s merchandise exports. African com- 
mercial agriculture and mining were complementary to European manufac- 
turing industries, and vice versa. Political and financial ties in respect of the 
major part of the continent reinforced the pattern of interdependency. 


*“Le Commerce extérieur des Territoires francais d’ a : 
; ; gais d’Outre-Mer”, Etudes 3 
ture, Union frangaise, August 1947. ; ef-conseme 
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During the war, metropolitan commerce with the F rench, Belgian and 
former Italian territories was severed completely, and as the continent moved 
more and more into the orbit of the Allied Powers, the external aspects of its 
economy were organized primarily with reference to urgent war requirements. 
Since the liberation of Europe there has been a trend toward the resumption 
of pre-war commerce between France and Belgium and their respective terri- 
tories. Tripolitania, Cyrenaica, Eritrea, and Italian Somaliland are now in the 
sterling area, and the commercial connexions of these territories with Italy are 
not as close as in the pre-war period. 

_ Exports from the Belgian Congo to Belgium have been resumed vigorously 
since 1945, but imports from Belgium have recovered more slowly. During 
the first seven months of 1947 the tonnage of exports was nearly fifty per cent 
above the 1936 to 1938 average; whereas the tonnage of imports reached only 
two-thirds of the pre-war average. 


Table 53 


‘TRADE BETWEEN THE BELGIAN CoNGo AND BELGIUM 
Monthly Averages, Pre-War and 1945-47 


Exports Imports 
to Belgium from Belgium 
(Metric tons) 
£93090) (average)) ws). « SERs data ses 21,931 8,366 
CE a ey ee ra ee eee 16,827 634 
Desa gs Stay orcas «afere nee sie tora ec 30,213 4,056 
EMAL Yi srakovels 2) ty ara ae an eae ea 41,045 5,634 


The following table showing the direction of trade in French Africa is also 

_-~instructive. In 1946, France was relatively less important as a supplier of its 

territories than in 1938, and within the French zone the interchange among 
the French dependencies was relatively larger. 


Table 54 


DIRECTION OF COMMERCE OF FRENCH NortuH Arrica, FRENCH TROPICAL 
AFRICA AND Mapacascar, 1938 anp 1946 


French North Africa French tropical bloc Madagascar 
1938 1946 1938 ~ 1946 1938 1946 
(Per cent of total value) 


Imports from: 


Pam ANCES 6 hiss. oN i. Sealey 63,jap256 o2 35 69:9 ,27 
French dependencies ........ vi 14 8 5 Longe 
AP CARS OTECALD P04 Ph oud wie Pac P.doley we. 7 11 2 20 
British dependencies ........ Nay (DAG 4 12 4s ened 
Petey t ates ona asia eee a eg OE 8 29 5. am2d 

Exports to: 
BOUNCE Me So Lie AS 6 oh avy te 1] 74 79 66 Sook 
French dependencies ....... 7 10 3 20 oe Lo 
(OA ee ee oe ee Oe Cae 3 4 © 2 
British dependencies ........ Be OTE 2 4 Z 2 
ested States oe bio 6 a alysnile DT aee htt 3 3 Dia ti 1A 


Source: Etudes et conjoncture, Union frangaise, August 1947, page 85. 
n.r. Not reported. 
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The general flow of commodities between Europe and Africa has not yet 
attained pre-war levels. The current commerce of Africa is different in other 
significant respects from the pre-war pattern: ' 

(a) The position of the United States of America as a source of supply is 
higher than before the war. The recovery of European production and ex- 
change restrictions arising from the shortage of dollars may affect this posi- 
tion. Japan as a source of supply is less important; 

(b) Two new cross-currents of trade within Africa are to be observed: (1) 
the growth of complementary exchange between South Africa on the one hand 
and central, western and eastern Africa on the other; (2) the growth of com- 
merce between French North Africa and the western French African de- 
pendencies ; ‘ : 

(c) The composition of African articles entering into commerce reflects the 
limited industrialization that has taken place; 

(d) Export markets have been reoriented to some extent. Among other 
changes, the United States of America is a more important purchaser of min- 
eral and agricultural products, and Germany has practically disappeared from 
the market. 

The enhanced role of the United States of America as a supplier and cus- 
tomer of Africa is shown in the following figures: 


Table 55 
Unrtep STATES EXPORTS TO AND IMPORTS FROM Arrica, 1938 anp 1945-47 
Exports General imports 
(Millions of U.S. dollars) 
POSS FOL Su. eek. 7 Suhel 118.4° 54.7” 
LOADS Be UeeIee Tele aah Sew <b rE 354.8 284.6 
POAG Pea. SOs Rae cna ds Sacer a aare 451.7 281.7 
19472 (3 months)... eee. eee 169:9 66.5 


a Exports for 1938 only are inclusive of Egypt and the Anglo-Egyptian Sudan, and 
include re-exports. 
b Imports for 1938 only are inclusive of Egypt and the Anglo-Egyptian Sudan. 


PLANS FoR Economic DEVELOPMENT 


All of Africa, the second largest continent, with a population of about 173 
millions, is in need of a heightened rate of advance. One of the most significant 
recent trends affecting a large part of the continent is the formulation and 
initiation of official long-term programmes designed to accelerate economic 
and social development. Comprehensive plans, financed in part by metropolitan 
subvention, have been promulgated for most of the British Non-Self-Governing 
Territories and for French North Africa and the French oversea territories. 
While integrated plans for the Belgian Congo and Ruanda-Urundi have not 
been announced to date, a welfare fund amounting to 2,350 million francs 
was established in these territories in 1947. In 1945, the Anglo-Egyptian Sudan 
announced a five-year development and reconstruction plan having a capital 
budget of nearly £E11,500,000. 

Liberia, with the assistance of United States technical missions in economic 
educational and health fields, and with large new port works constructed 
at Monrovia under the Lend-Lease programme, is also on the verge of im- 
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portant economic development and capital inflow. The Legislature has re- 
cently incorporated a new holding company, having economic purposes, and 
an educational foundation. A noteworthy feature of the holding company is 
that, although the entire initial capital is to be provided by American private 
investors, twenty-five per cent of the shares (and profits) go to the Liberian 
Government and ten per cent of the shares constitute the endowment of the 
educational foundation. With American technical assistance, agriculture (in- 
cluding cocoa), mineral and industrial resources, and internal communications 
will be developed in the near future. 

New departures in British and French policy were made with the passage, 
in the United Kingdom, of the Colonial Development and Welfare Act of 
1940 and 1945, and in France of the Act of 30 April 1946. Both laws provide 
financial assistance for development purposes. The United Kingdom has allo- 
cated to its African dependencies £54,650,000 over a ten-year period, com- 
mencing in 1946. In addition, the territories share in certain funds allocated 
for schemes centrally administered by the Colonial Office. The territorial ten- 
year plans, the major part of which will be financed in most cases from colonial 
resources, aim among other things at the extension of public utilities, which 
would condition new private investment, and of welfare services. The pro- 
jected Colonial Development Corporation and Overseas Food Corporation have 
been mentioned previously. 

The French Act of 30 April 1946 required the establishment, within six 
months, of ten-year plans for economic and sociai development in French West 
Africa, Togoland under French administration, Cameroons under French ad- 
ministration, French Somaliland, Madagascar, and Réunion. The Act also 
established an Investment Fund for the Economic and Social Development of 
Overseas Territories, which is provided in part by a metropolitan subvention. 
The programme for 1947 for all the French Overseas Territories (Indo-China 
not included) amounts to 12,710 million metropolitan francs, of which 9,950 
million would be invested in the African territories. One thousand million 
metropolitan francs is included for scientific research. 


In French North Africa, which is not within the scope of the Act of 30 
April 1946, the various administrations are also engaged in the execution of 
large-scale programmes of economic and social development. The public sector 
of these programmes is supported by extraordinary budgets, the real value of 
which has grown considerably in comparison with pre-war amounts. All of 
the programmes in French North Africa aim at recovery from the lack of 
adequate investment and maintenance during the war and, in addition, the 
Tunisian plan takes into account the serious war devastation in the Regency. 
Rapid increase in the population of the area requires modernization of agri- 
culture and active industrial development, supported by the construction of 
multi-purpose barrages. The requirements of French North Africa for recon- 
struction and economic and social development over the five-year period com- 
mencing in 1946 were provisionally estimated in the Plan de modernisation et 
d’équipement at 244,000 million metropolitan francs (value as of the second 
quarter of 1946). 

Plans for economic development in the Union of South Africa, some of 
which are already being effected, cover a wide range of both government and 
private activities. The war-time trends towards greater industrialization are 
being maintained and even accelerated. The expansion of steel production by 
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the erection of new plant at Vanderbijl Park near Vereeneging is intended 
to increase steel output, eventually, to one million tons per annum from the 
present capacity of about 450,000 tons, and to increase the variety of rolled 
steel products being produced in the Union. The development of the new 
gold mining area in the Orange Free State has already begun with the sinking 
of a number of shafts. A large irrigation scheme for the Orange Free State is 
also planned by the government at a total cost of £5A10,000,000 over a 
period of five years. The Union Government has also approved schemes costing 
£SA10,000,000 to combat soil erosion in the Native reserves. 

A considerable part of the money capital required for these various develop- 
ment projects will be obtained in the Union of South Africa itself. Neverthe- 
less, much of the capital required for these schemes must be obtained from 
foreign investors, and since the war there has been, in fact, a heavy invest- 
ment of British and other capital in South African industry. 

aes developments are taking place in Southern Rhodesia and other parts 
of Africa. 
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Chapter 6 


EUROPE 
GENERAL REVIEW 


By the end of 1947, two and one-half years after the end of the war, normal 
economic conditions were far from re-established in European countries. It 
had become apparent that post-war economic reconstruction would require a 
longer period of time and be more difficult to achieve than the early progress 
of European recovery had led many to expect. Production and trade, which 
had recovered at a remarkable rate during 1946 from the low levels prevailing 
at the end of the war, continued their upward movement during the first half 
of 1947 but at a considerably slower tempo, even declining in several countries 
in the autumn of 1947. Agricultural production had received severe setbacks 
as a result of unfavourable weather conditions, in addition to the difficulties 
inherited from the war. A state of equilibrium had not yet been achieved in 
the economies of European countries, which continued to be subject to in- 
flationary pressures arising from continuing shortages in the face of huge 
reconstruction requirements. The standard of living of the population of 
Europe was still far below pre-war levels. 

It is apparent now that the extent of the impoverishment of Europe as a 
result of the war had not been fully realized and that the substantial amount 
of external aid made available thus far has not been sufficient to restore the 
European economy to a level which would enable the countries of Europe to 
be self-supporting. 

The impact of the war in terms of physical destruction of industry, trans- 
port, agriculture, and other national resources has been fully recognized be- 
cause the results of such destruction were visible and measurable. The invisible 
devastation* wrought by the war, however, was less obvious and its conse- 
quences more difficult to assess. It manifested itself in deterioration, rather than 
destruction, of capital and man-power, and in economic dislocations. In the 
industrial and transport sectors, deterioration of plant and equipment was the 
result both of obsolescence and of over-exploitation during several years of war 
without adequate maintenance and replacement. There was a parallel de- 
terioration of agricultural capital, including deterioration of soil fertility. The 
productive capacity of the population was reduced owing to war exhaustion, 
undernourishment and loss of technical skills. 

The destruction and deterioration of the productive capital of Europe were 
accompanied by serious economic dislocations, such as monetary disorders, 
disruption of normal economic relationships between the farming and urban 
populations, distortions in production patterns and trading relationships. The 
impact of the war on various sectors of the economic life of Europe—on agri- 
cultural and industrial production and distribution, external trade, and internal 
financial stability—is described in subsequent sections. The net result has been 


1The term “devastation” as subsequently used in this report refers both to visible and 
invisible devastation. 
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a reduction in the immediate productive potential of Europe to a level far 
below that which outright physical destruction would appear to indicate. In 
restoring their productive capacities, European countries have had to cope, 
simultaneously, with physical handicaps to expanding production and with a 
variety of economic dislocations of a highly interrelated character. 

The impoverishment of Europe as a result of the war and the consequent 
reduction in the standard of living of its population are reflected in declines 
in the national incomes of European countries between 1938 and 1946 (despite 
the remarkable degree of recovery in the latter year). According to best avail- 
able estimates, the real national income of Poland and Austria in 1946 was 
only fifty per cent of the pre-war level’; the national income of Finland, Greece, 
Hungary, Italy, and Yugoslavia was only somewhat above this level—about 
sixty per cent; Czechoslovakia about seventy-five per cent; France, Netherlands 
and Bulgaria between eighty and ninety per cent; national incomes of 
Scandinavian countries (other than Finland), and Switzerland were approxt- 
mately at the pre-war level or above, and Belgium and the United Kingdom 
somewhat below. The reduction in personal consumption by the European 
population was considerably more severe than the decline in total national 
income would indicate. The share of personal consumption in the national 
income since the war has been reduced because of higher private and public 
investment and government expenditures in general, including military ex- 
penditures in some countries. Further, the pattern of consumption has been 
‘adversely affected by shortages of basic necessities. 

Total available resources were significantly increased by relief assistance, 
loans and credits, which made possible the creation of an important part of 
national income dependent upon imported raw materials and other imported 
supplies. The volume of such assistance granted to European countries through 
the fall of 1947 has amounted to about $15,000 million. Some idea of the 
extent to which the tempo of the recovery of Europe has been dependent upon 
external assistance may be gauged by relating the amount of such aid to the 
national income of European countries. While it is not possible to establish a 
direct relationship in this matter for a number of reasons, it is possible to 
compare the general magnitudes of imports and national income and the extent 
to which such imports have been made available as a result of the extension of 
relief assistance, loans and credits. 

During 1946, the ratio of imports to the national income in most coun- 
tries of Europe, as shown in table 56, ranged from fifteen to as high as forty 
per cent, reflecting the fact that the reduction of indigenous production has 
increased the role of imports in the creation of national income. As is pointed 
out in subsequent sections of this report, a significant sector of the economy 
of Europe is working with imported raw material, and a large part of the 
population of Europe is being fed by imported foodstuffs. 

It is not possible to ascertain from available data the proportion of such 
imports that is financed from relief assistance, loans and credits. Some idea 
of the magnitudes involved may be gained by a comparison of total imports 
in the year and a half from January 1946 until the middle of 1947, with the 
total aid extended since the end of the war. Although it is not possible to state 
the portion of such aid applicable to imports during the above period, it is 


*In Poland it was seventy-three per cent per capita, taking into account reduction in 
population. 
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known that most of such assistance had been expended by the middle of 1947. 
In the case of countries which received assistance from the United Nations 
Relief and Rehabilitation Administration (UNRRA), the overwhelming part of 
shipments from this source were made during 1946 and the first half of 1947. 


Table 56 


POST-WAR IMPORTS, RELIEF ASSISTANCE, LOANS AND CREDITS OF VARIOUS 
EUROPEAN COUNTRIES® 


External assistance extended from the end of the 


Tel Srouped te fered Imports during Bess Erongh: September! 3 ee 
0 ratio Of impo: oO 
national income in 1946 bal chistes | total UNREAD eed cote, bet eened 
(Millions of U.S. dollars) 
I. Under 20 per cent 
ANTICS gE a an oe a a 200 281 163 72 46¢ 
Czechoslovakia ......... 775 485 S17, 72 96 
Prancemer en. os ee ore 3,360 Salo — 1,920 1,202 
LisT Oe sak | ee ee eee IWipo 966 505 325 136 
Sweden Merin-.qeas cena: 1,500 — — — — 
United Kingdom ....... 8,385 7,326 — 4,400 2,926 
II. 20-29 per cent 
Belgrume prec k ae feces: 2,0308 363 — 205 158 
ID enna Keer mscnacioccis Gs ocx: 885 262 a 20 242 
WNetherlandstase 3.255: 12535 915 — 413 502 
Poland geet cs ee 820 781 OVA 90 114 
Switzerland mare neste eae 1,320 — — — —= 
III. 30-40 per cent 
inland ere See 300 183 3 105 75 
Hungary 0s... Seki set. ae 42 5 30 
INOrWa de siacaeelente ris ce 825 183 — 70 113 
Vanianabie = «, Pesan 565! 507 505 — 2 
IV. 70-80 per cent 
(Ghia s ewe ee © ORE 544 801 420 341 40 


Source: Imports from Statistical Office of the United Nations, Monthly Bulletin of 
Statistics and various national publications. UNRRA aid from UNRRA’s Program of 
UNRRA Relief and Rehabilitation Supplies, Summary Report, June 1947; Loans and 
credits from Committee of European Economic Co-operation, Volume II, Technical 
Reports, page 12, and United Nations document E/576, 22 September 1947. 


— Nil. 

. - Not available. 

4 Includes loans, credits and relief assistance extended by European countries. In the 
case of the United Kingdom, the amounts granted to European countries exceed $1,300 
million, of which $618 million is for operating contribution to UNRRA. 

b Includes estimated UNRRA imports (c.i.f.) under total programme, which was vir- 
tually completed by 30 June 1947, and the largest part of which was imported during 


¢ Includes post-UNRRA relief shipped through September 1947; data from statement 
of United States representative to second committee of General Assembly, 27 October 
1947, 

4 Includes credits arising from payment agreements. 

¢ Includes the United Kingdom grant, estimated at $24 million. 

£ Includes sterling balances accumulated ‘since June 1945. 

& Includes Luxembourg. 

h Imports other than UNRRA estimated. 


’ Significant UNRRA shipments during 1945, included in the above figures, were made, 
however, to a few countries: Greece, particularly, and Yugoslavia, in a lesser amount. 
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On the other hand, post-UNRRA relief for Austria, Greece and Italy, which 
is included under United States loans and credits in table 56, was not avail- 
able before the middle of 1947; this is true also of loans from the International 
Bank for Reconstruction and Development and from the International Mone- 
tary Fund, included under “other loans and credits”, for Denmark, France and 
Netherlands. Notwithstanding the limitations of the data, the significant degree 
of dependence of European countries on external aid is obvious. 


The resources made available through external assistance have been used 
at a more rapid rate than was originally anticipated and have been used for 
emergency purposes to an extent not originally foreseen. The extent to which 
post-war loans and credits were nearing exhaustion in the fall of 1947 in 
various European countries is described in another section of this report. 
Among the factors responsible for the rapid rate of expenditure have been 
the sharp increases in prices of imports, particularly from the United States, 
and larger than anticipated requirements for food imports, as a result of un- 
favourable weather conditions and poor crops. In the case of countries which 
received assistance from UNRRA, large emergency needs for food, medical 
supplies and clothing, combined with supply shortages, reduced the volume of 
imports for the rehabilitation of agriculture and industry. The original hope 
that UNRRA assistance would be adequate both for relief and for rehabilita- 
tion was not realized. Loans and credits have also proved inadequate for com- 
pleting the economic reconstruction of Europe. 


As a consequence, Europe enters 1948 with serious obstacles to further 
recovery of industry, agriculture and trade. As recovery has progressed, the 
character of many of these obstacles has changed. However, the principal 
bottle-necks which hinder the further expansion of industrial production con- 
tinue to be the shortages in such basic commodities as coal, steel and timber. 
In general, these shortages affect industrial production and a number of key 
industries, particularly engineering industries, which provide needed capital 
equipment and parts. Difficulties in industrial and agricultural production and 
in transport are interrelated; shortages of food hamper industrial production, 
and agricultural recovery is retarded in turn. The recovery of export trade is 
affected by the rates of industrial and agricultural production, which in turn 
are dependent on imports and external credits to finance them. The in- 
sufficiency of production as a whole, in relation to investment and to govern- 
ment expenditures which are not balanced by taxation, exercises a constant 
pressure on prices and, in the absence of effective rationing systems, induces 
inflation. Inflationary price movements threaten to destroy the progress already 
achieved. While the key to European recovery lies in the expansion of pro- 
duction and trade, the interaction of various economic dislocations continuously 
creates new crises to be combated. And finally, the lack of adequate dollar 
credits and world shortages of key commodities restrict the ability of European 
countries to obtain urgently needed imports for restoring domestic production. 


At the same time, the reconstruction of war-devastated European countries 
profoundly affects the structure of the economies of individual countries and 
of Europe as a whole. Reconstruction is being pursued under national economic 
plans which call, first, for restoring and, subsequently, for exceeding pre-war 
national income, production and consumption levels. Radical changes in the 
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balance between agricultural and industrial production are involved, particu- 
larly in the relatively less industrialized eastern European countries. In the 
industrial sector, emphasis is being placed upon the earliest restoration and 
subsequent expansion of basic industries, such as coal, steel and transport. For 
this purpose, large investment programmes are planned for increasing plant 
capacity in basic industries, such investment to be financed from anticipated 
increases in national income. Man-power required for expanding industry is 
to be augmented from the agricultural population; in those countries which 
do not have surplus agricultural labour, by rationalization and mechanization 
of agricultural production. Targets for agricultural production are generally 
at pre-war, or somewhat above pre-war, levels but are to be achieved with 
lesser man-power through increased productivity; provision is being made for 
increasing production of agricultural machinery and equipment for this pur- 
pose. In a number of countries, particularly in eastern Europe, nationalization 
of industries has resulted in the establishment of national and private economic 
sectors, the latter consisting primarily of small industries and trade. 


The economic structure of Europe as a whole would be modified to the 
extent that the realization of the national plans of predominantly agricultural 
countries results in a substantial degree of industrialization in these countries. 
Such plans must be viewed in the light of the drastic change in the economic 
relationships between Germany and other countries, particularly Danubian and 
Balkan countries since the war. So long as the precise form which the internal 
economic reconstruction of Germany will take under the Potsdam agreement 
is undetermined, the future role of Germany in the economic structure of 
Europe cannot be clear. It will be affected both by changes in the internal 
economic structure of Germany and by changes occurring in those countries 

~~ with which its pre-war relationships were closest. 


As 1947 came to a close, the question of external aid from the United States 
emerged as a major economic issue. While the magnitude and forms of possible 
aid from the United States are not yet known, a stop-gap programme of aid to 
Austria, France and Italy was undertaken by the United States Government 
in December 1947. 


The detailed report which follows deals with post-war developments and 
prospects for 1948 in the following sections: industry and transport; food and 
agriculture; post-war inflation and internal financial stability; and international 
trade and the balance of payments. These sections describe the character of 
war devastation and dislocation, the recovery achieved since the end of the 
war, and the prospects with respect to further recovery in 1948, with special 
emphasis on the obstacles to be overcome. 


INDUSTRY AND TRANSPORT 


Post-war consequences of the devastation and deterioration of European 
industry and transport have proved far more grave than was originally antici- 
pated. Destruction and deterioration were most serious and widespread with 
respect to the European inland transport system, which was especially affected 
by war operations, strategic bombing and over-exploitation. In several countries 
a large proportion—usually well over fifty per cent in eastern European coun- 
tries—of railway bridges, junctions, marshalling yards, signalling systems, sta- 
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tions, permanent ways and other installations were destroyed or required major 
capital repairs. Rolling-stock deteriorated, was depleted and scattered through- 
out Europe. Rail transport was virtually in a state of chaos. For some time 
after the end of hostilities, there was practically no international overland 
traffic in Europe apart from military convoys. A similar situation prevailed 
for inland water transport. A high proportion of European ports, having been 
bombed and otherwise destroyed, were not open to shipping at all or were 
open only to a very limited extent. At the end of the war, the tonnage of 
Europe’s merchant vessels amounted to about sixty-one per cent of pre-war 
tonnage as a result of war-time shipping losses. Road transport decreased, and 
in certain countries almost ceased, because truck fleets were reduced by de- 
struction, or confiscation by the German armies, or lacked petrol. 


The working capital of European industry at the end of the war was seriously 
depleted and, in occupied countries, was almost non-existent, except for such 
scattered stocks of raw materials, and manufactured and semi-manufactured 
goods as were haphazardly left behind by the retreating German armies. 


The man-power of European industry was equally affected by the war. Mil- 
lions of workers were displaced, and the remaining labour force, exhausted 
and under-nourished after almost six years of war, had become accustomed 
to the “slow-down” processes of war-time sabotage. In eastern Europe, mass 
extermination practices of Nazi Germany affected particularly the supply of 
skilled and professional workers. The younger generation came into the labour 
market untrained. Mass destruction of dwellings and the need for housing for 
returned displaced workers aggravated the general shortage of housing in 
practically all European industrial areas. In these circumstances, the produc- 
tivity of labour decreased considerably, to forty or fifty per cent of pre-war 
levels. In many countries, there was, in addition, a general exodus of workers 
from heavy labour, especially from mining, timber-felling and certain types 
of agricultural work. 


The collapse of European trade further aggravated the situation of in- 
dustry. During the war, that part of European industry which worked for 
Germany received supplies within the centralized system of the German war 
economy. The collapse of Germany stopped the flow of these supplies, as well 
as the supply of equipment and parts and certain semi-manufactured goods, 
which Germany provided to many European countries before the war. 


RECOVERY SINCE THE END OF THE WAR 


In general, European countries have made remarkable progress to date in 
restoring to working order their industrial and transport facilities and in in- 
creasing industrial production and the movement of goods. 


Transport 


Faced at the end of hostilities with widespread destruction and chaos, with 
transportation of all types virtually at a standstill, the devastated countries of 
Europe generally assigned the highest priority to the restoration of transport. 
The European railway system was restored to a minimal working condition 
within a relatively short period of time and European ports were gradually 
repaired sufficiently to accept relief and rehabilitation and other urgently 
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needed supplies.“ Most of the repairs and reconstruction were, however, of a 
provisional character; for example, temporary wooden bridges were built, 
where steel or concrete construction previously existed; main railway lines in 
some cases were restored by “cannibalization” of double tracks. During the 
early period, transport was heavily dependent on trucks, imported mainly from 
military surplus stocks and UNRRA. By early 1946, inland transportation and 
port capacity ceased to be the important factor impeding the resumption of 
industrial activity at the level then possible. Inland waterway transportation 
remained an exception, and today still lags behind other forms of transporta- 
tion; apart from the lower priority initially given to rehabilitation of inland 
waterways, political factors have complicated recovery of international inland 
waterways. 


Table 57 
RAILWAY FREIGHT TRAFFIC IN EuROPE 
Indexes of quarterly averages of ton-kilometres* 
(1938 = 100)” 
1945 1946 1947 


4th = Ist 2nd ““3rd) s4this) lstie 2nd 3rd 
qtr” qtr. qtr. qtr. qtr. qtr. qtr. qtr. 


rset ee es Se Ss ene 74 O29 87) 7] [a tl Oe 2o 
RPEPELE Ye iors. ss 6 osm ye 74 =83 88 90 103 107 109 114 
arith AY Sy ups << 55s yer 126 104 118 132 138 111 142 168 
7 ECMOSLOVa KI house! ces ae «0 pees Mee Oeste eee ed (o59' Lar Oe 
PRERDIATC® 05/ Sei eeris es 4 Sus 154 132 140 145 144 107 136 150 
__Finland Be Ne tae G75 enf, 105.45121 “110-7 798 114.50 
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ee ee eee 
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~ 


Source: Statistical Office of the United Nations, Monthly Bulletin of Statistics. 


. . Not available. 

a For Denmark, waggon-axle-kilometres; for Bulgaria, Finland, Netherlands, Portugal, 
and Switzerland, tons transported. 

b For Czechoslovakia, 1937 = 100; for Bulgaria, 1939 = 100. 

¢ Estimated. 

d State railways. 


The extent of recovery in the movement of freight traffic by rail is shown in 
table 57. In most countries railway freight traffic (in terms of ton-kilometres, 
freight-car-axle-kilometres, or tons transported) by the middle of 1947 was at . 
a level considerably above the pre-war period. The increased volume of freight 
movements by rail was necessitated by the decline of facilities for inland water- 
way transport and, in some countries, for road transport, and by the abnormal 
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demands for movement of goods in an economy of scarcities and bottle-necks. 
This recovery, however, has been based on provisional reconstruction of a 
temporary character and has imposed a workload on transport facilities, both 
installations and rolling-stock, far in excess of normal capacity-utilization. As 
a result, rail facilities, already deteriorated by the war, are being severely taxed 
and a critical situation is in prospect unless this is rectified.’ 

The considerable recovery in the tonnage of Europe’s merchant vessels, 
reflected in table 58, is a result of the acquisition by some European countries 
of ships from the United States, especially “Victory” and “Liberty” ships. To a 
lesser degree it is a result of new ship construction and repair in European ship- 
yards, which have accumulated orders for some years ahead in the light of 
present capacity and current and prospective steel supplies. 


Table 58 
EuROPE’S TONNAGE OF MERCHANT VESSELS* 
1939 
(1 Sept.) 1945 1946 1947 
(Thousands of (30June) (31 Dec.) (30 June) 
Flag under which operated gross tons) (Percentage of 1939) 

United Kingdom” ..... Oy) 74 80 86 
NOD WAY gets, sicnelags sau aia 4,499 56 68 76 
GEPTDANY aaa eines Hai 3,916 64 t2 10 
TEAL po Ue «deh a's gar aust ce 3,178 16 pas 44 
Pr aAtiCe ee ehat tale co uae 2,678 24 a9 73 
Netherlands .......... 2,670 6" va 83 
GrOOCe wee res eins ont 1,698 Sil 39 73 
DIVECER A ute A eiean hes ea: L3t2 101 113 120 
TSS cease Soh ens conta aun, 82 1,136 85 115 145 
(DAN ae eae ae 1,042 as 68 82 
SPA Ae cokes tne 750 113 118 120 
PIANC get, at. es 530 48 a 51 
Mugoslavia’ «cag. a0. 376 29 35 37 
Belov it 1 oe Saale 357 38 67 90 
Portugal axes ahes vie 197 120 141 156 
BOlATIC te) Moree £154 teres 114 96 89 98 
Oihers g. dees kees oor 704 48 45 49 

TotaL 42,534 61 66 12 


Source: United States Maritime Commission, Research Division, Washington; Central 
Statistical Office, London, Monthly Digest of Statistics. 

* For all countries, except the United Kingdom, gross tonnage of sea-going iron and 
steel, steam and motor, merchant-type vessels of 1,000 gross tons and over, according to 
publications of the United States Maritime Commission, Research Division. Excludes 
vessels on inland waterways and special types, such as channel vessels, icebreakers, cable 
ships, etc.; also excludes American-owned tonnage which, during the war period was 
loaned to European countries and not returned. ; 

> Merchant vessels registered under the British flag on United Kingdom or colonial 
registers (but not Dominion registers) of 500 gross tons and over; excludes foreign- 
owned vessels on bareboat charter or requisition and miscellaneous craft. 


5 The later section of this chapter, on “Key Shortages that Retard Industrial Recover> 
contains data on reduced volume of rolling-stock. 
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Industry 


_ Industrial recovery in various countries of Europe since the war, as reflected 
in general index numbers of industrial production, is shown in table 59. 
Caution is necessary in drawing conclusions from such general.indexes, because 
of differences in the methods employed in their construction and because the 
industry components on which they are based may not be fully representative 
of the total industrial production of the country. In some cases, rough estimates 
of the post-war volume of production, as compared with the pre-war volume, 
are presented in the absence of such indexes. Notwithstanding these limitations, 
general production indexes furnish a general description of trends in European 
industrial recovery. 


At the end of hostilities, industry in many European countries was virtually 
at a standstill and the early resumption of industrial production was often 
characterized by levels of activity of from twenty to forty per cent of peace- 
time production. During the summer of 1945, industrial production was below 
one-half of the pre-war levels in all European countries, except in the United 
Kingdom, Scandinavian countries, Switzerland, and Bulgaria. In several of 
these countries, notably Belgium, the Netherlands, Greece and Yugoslavia, 
production was about one-third of pre-war levels and in Italy, Austria and 
in Germany, less than one-fourth. Industrial production of Denmark and Nor- 
way stood at two-thirds, and that of the United Kingdom and Sweden close 
to pre-war levels. 


' Table 59 


INDEXES OF INDUSTRIAL PRODUCTION IN EvuROPE 
Quarterly averages, 1945-47 


ee (1937 = 100) 
1945 1946 1947 
Srd “4th . Ast 2nd 3rd 4th [st 2nd 3rd 
qu. qa. gir. Vqire qtr. qtr. qtr. qtr. qtr. 
LE NCASES ICAL) 7 noe Sb ee ee eee 7 090 ae z 
RelpiumO pee anes te 35a ee OS eeeOO e770, 81 82 87 82 
Bulgaria sess csc fe 15 4 or TOS ig Vor 153 121 148 163 
Czechoslovakia: : 
General index® ....... SO MSO TOMES 80 oe iM Aue 
Employment® ........ SOMME, Ws winislinl es 81 84 86 86 
MD emrmiarkee dere 5 doth hers Shor’ LOmeO 94. 89 99 104 103 100 103 
Tera Eevee» a Se eee ee 48 58, 66.» 662-72 76 84 84 80 


DUT ATI COMM gf oia crsge Supp sus) sie inye!« See ebnabtorens OLR e108 esl 90 93 100 89 


Source: Statistical Office of the United Nations, Monthly Bulletin of Statistics, unless 
otherwise indicated. 

. . Not available. 

aExcept for the following countries: Italy and Yugoslavia, 1939; Germany, 1936 
except for French zone, 1938; France, Greece and Poland, 1938; USSR, 1940. 

> Rough estimate of UNRRA Mission to Austria, in Economic Report on Austria 
1945-47 (Vienna, March 1947). Further recovery was reported in the second quarter 
and July 1947, in Austria, monthly published by Allied Commission for Austria, British 
Element, September 1947. 

© Institut de Recherches économiques et sociales, Louvain. 

4 Josef Goldman, Czechoslovakia: A Survey of Post-War Industrial Development and 
the Two-Year Plan published by Orbis (Prague, May 1947). : 

e Statisticky Zpravodaj, Statni Urad Statisticky, Prague, corrected for decrease in the 
productivity of labour, according to Goldman’s method. 
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Table 59 (continued) 


1945 1946 1947 
3rd 4th Ist 2nd 3rd 4th Ist 2nd 3rd 
qtr. qtr. qtr. qtr. qtr. qtr. qtr. qtr. qtr. 

Germany: £ 

AMerCaneZONG ein seit Pe EE LL OPM CP 45 34 48 50 

British zone) = = .fe 5. ear Se 20, OU mee oe 33 28 34 Si) 

French zone e.te re te Q QMS Ge SZ E ES 42 ate Be: 

WSS Rezoueme iit ERR EO Pe EES 45 ne oe spd 
Greecess see a: ess neces SO. 039 8 14 /e me OO Oo 71 70 76 68 
Hungary:5 

Mining wands metallurgy sey yeaetl-8- ann n ee Tonnes ae SE: 112 112 

Manufacturing industry sic.) -8 een: oe: ome 79 tk) 
ireland Mresmce acts cme 93 96 101 110 104 talt2 102 109 aig: 
Ttaly!S. Sk ee se at RAEIG C2898 AB Met 56 54 47 64 72 
Netherlands ...-.2.:5... S OMNES nO? me OO MME IZ 89 85 90 91 
INOGWay, Mitte sip aete 62 een Clee See Oop oo 110 LS 118 106 
Poland 

General index; ....... Tn en ae a? LS, 90 95 100 -— 

Basic commodities‘ ... 47 61 79 85 97 104 105 1T3 124 
Swedenapcmgeia ta. er: 99 104 106 107 105 108 107 108 108 
United Kingdom! ....... en ens) See eee te 100 xe Gs ie 
SSR Rrra sates eerie Te. eRe coe sae ss : 100 

———— 

VaisOslavial nee nee ac sem S0=35, Uae. 9 ocd wees (G0=75 144 


{For United States zone: Statistical Annex, Report of the Military Governor; for 
British zone: Monthly Statistical Bulletin; for French zone: Statistical Bulletin No. 3, 
of the Military Government; for USSR zone: Economic Data on Potsdam Germany, 
Special Report of the Military Governor (U.S.), September 1947, Office of the Military 
Government for Germany. Index for French zone includes agricultural production; data 
for fourth quarter of 1945 and 1946 are for November only. 


& Confederation of Greek Industries, reported by the Greek Organization for Recon- 
struction. Second quarter 1947, data are for April; third quarter 1947, data are for 
September. 


h Hungarian Central Bureau, Economic Statistical Bulletin, Budapest. 
1 Office of Research and Studies of the General Confederation of Italian Industry, 
Notiziario della Confederazione Generale dell’ Industria Italiana, Rome, provisional data. 


1 Statistical Tables of the Polish Institute for Economic Research, Warsaw. Pre-war 
data for territory within pre-war boundaries. 


k Central Statistical Office, Statistical News of the Central Statistical Office of the 
Republic of Poland, Warsaw. Pre-war data for territory within pre-war boundaries. 


1 Rough estimate for fourth quarter of 1946 based on statement in General Report of 
Committee of European Economic Co-operation that the pre-war level of national output 
had been fully restored. Estimate for second quarter of 1947 from Labour and Industry 
in Britain, Vol. V, No. 8, September-October 1947, British Information Services, which 
quotes estimate of The Economist. 


m Gross output of all industry in the fourth quarter of 1947, as percentage of the aver- 
age quarterly level of 1940. Statement by the State Planning Commission, Tass, 18 
January 1948. ; 

_» Estimate at the end of 1945 in UNRRA, Economic Recovery in the Countries As- 
sisted by UNRRA, September 1946, Washington, D. C. Bicimate at the end of 1946 
from Preliminary Report of the Sub-Commission on Reconstruction of Devastated Areas 
(document A/147, 26 October 1946). Estimate of level reached during first half of 1947 
from Report of the Federal Planning Commission on Outcome of the State Production 
Plan for the first half of 1947, published in Borba, 13 August 1947. 
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Production rose rapidly from these low levels during the latter part of 1945 
and early 1946. By the spring of 1946, the general level of production was two- 
thirds, or more, of pre-war levels in most countries of Europe, although it still 
lagged in Italy, Greece, Finland and, for special reasons, in Germany. Pre-war 
levels were approximated or exceeded by Scandinavian countries (excluding 
Finland), the United Kingdom and Switzerland. 


Further recovery from this point, particularly in countries which had 
reached relatively high levels of production, was at a slower rate, although 
none the less substantial (see table 60). Supplies of fuel and raw materials, 
already short of existing requirements, became even more inadequate as addi- 
tional plant capacity was restored. Plants and equipment requiring major 
repairs and replacements could enter into production only as rapidly as needed 
equipment and parts became available. Nevertheless, by the middle of 1947, 
production had increased to the point where it was about ninety per cent or 
more of pre-war levels in France, Belgium, the Netherlands, Scandinavian 
countries (excluding Finland), the United Kingdom, Poland, Czechoslovakia, 
Bulgaria, and Yugoslavia. Italy made rapid progress from a level of twenty- 
eight per cent in the first quarter of 1946 to sixty-four per cent by the second 
quarter of 1947; and Finland reached eighty-four per cent by that date. The 
level of production in Austria and western Germany continued to lag and by 
the middle of 1947 was not much above one-half in the former and less than 
one-half of pre-war in the latter; production in western Germany by that 
time had not reached the ceiling of the agreement on levels of industry.’ 


Table 60 
RATE OF INDUSTRIAL RECOVERY IN CERTAIN EUROPEAN COUNTRIES 
_#Percentages of monthly increases (+) or decreases (—) of the general index 
numbers of industrial production* 


1945 1946 1947 
2nd 1st 2nd 1st 3rd 
half half half half qtr. 

Deleting... as. os 10. Same 90.5aeet +2.0 -1.2 

Bulgaria wh. 3» he.D - 0.200 F117 +4.5 -0.9 

Denmark. .2 2.2 + 3.9, ° + 29) eFl4 =) Suen leo 

Panlandel ssa. sc! a Sc Omenr 252 eter 3.3 =t-0.0 maaetOts 

Rance ees os ss +65 +0.6 wie ed) —6.4 

Wiarvae es «> a +16.2 -1.5 +-7.5,- 14 

Netherlands ..... +16.7" "+ 092 --0.1 —-0.7 —3.5 

MOTWAY <2. ta ss Se oa marth OV ea | +4.2 -0.6 

Poland aise ae - te steOree? + 6.4001 +-3.9 22d ame e 

Swedeligns. alti s soi --- 0.0004-1-0.2 — -0.9 


Source: See sources given for table 59. 

— No increase or decrease. 

. . Not available. 

@ Monthly averages for semi-annual periods and for the third quarter of 1947. 
5 Basic commodity index. 


- Of. Plan of Allied Control Council for Reparations and the Level of Post-War Ger- 
man Economy. 
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During the third quarter of 1947, production in most countries did not rise 
above the second quarter, or registered very small gains; in a number of coun- 
tries—France, Belgium, Norway, Finland, and Greece—it even declined. Sub- 
stantial increases were realized in Italy, where the volume of production 
reached seventy-two per cent of pre-war volume, and in certain Eastern Euro- 
pean countries, particularly Poland, where the volume of production ap- 
proached or exceeded pre-war levels. The industrial output of the USSR in the 
fourth quarter of 1947 reached the pre-war level (the average quarterly level 
of 1940). 

Genes indexes of production, representing as they do weighted averages of 
production in various industries, do not indicate varying rates of recovery for 
different industries. Detailed data on individual industries for selected coun- 
tries, shown in table 61, indicate the unevenness of recovery in various branches 
of industry. : 

The achievement by a large proportion of European countries of industrial 
production levels that approximated pre-war production has not brought with 
it a general recovery of pre-war consumption levels; the reasons for this may 
become apparent in a review of other aspects of European recovery, especially 
agricultural production, foreign trade and the balance of international pay- 
ments. A partial answer lies in problems directly connected with industry. 


Table 61 
INDEXES OF POST-WAR PRODUCTION IN SELECTED EUROPEAN 
COUNTRIES BY INDUSTRY®* 


BELGIUM 
(1936-38 = 100) 

March March 

1947 1947 
Electricity distribution ...... 136 Coal and related products... 86 
ext lem rs ce ok EE 126 Berroustmetals ..). see 84 
Gas) distribution 4...-...46.. 120 Glasspee te soe ee ee 79 
Paper te, <6 Pe eons se 109 Cement and lime... (cose. 62 
Matches raat eres fae 101 Non-ferrous metals ........ 62 
sbobaccoe.. os. eas... 92 Food * 36.4. £23. ofa eee 57 
General index ........... 90 


Source: Institute of Economic and Social Research, Louvain. Index for distribution of 
electricity and gas calculated directly from absolute figures. 


CZECHOSLOVAKIA 
(1937 = 100) 
Oct.-Nov. Oct.-Nov. 

ing 1946 , 1946 
Electricity, gas and water... 155 Iron and steel engineering... 72 
Chemicals ©’: ..2tlasc weate ee 122 Building materials and 
SSeS wrens hi 0 A eae key 100 pottery”. OSes Pore 64 
PMLA 20 5 Set More che 90 Leathitr’ yok wale soins S86 0 63 
CORTE ANCE «in. eh tes a we 80 Woodworking 22.0. as... 60 
Paper and printing......... 75 Textile and clothing....... 58 


Source: Josef Goldman, Czechoslovakia: Test Case of Nationalization, Orbis (Prague 
May 1947); exclusive of building construction and food processing industries. Data 
refer to Bohemia, Moravia and Silesia (excluding Slovakia). 

® Comparability of industries for various countries is limited; so far as possible, termin- 
ology used is exact translation of national classification. 
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Table 61 (continued) 


FRANCE 
(1938 = 100) 

Sept. Sept 

1947 1947 
VS 6 RS a ere nae 138 Metal working i..n08.d6 ot 100 
emacs stnteat chars 136 General widex=,, 5... sonia ee 97 
SM s eke ees Sax Rea tanks 123 PORES Ha AS Utaniek FS aE 93 
Minerals extracting......... 117 SONG SIGS ae ee tae on 92 
Tobacco and matches...... 116 BUCS UCI” coc oragcie acd ears 84 
BAM Bett ohiiet a: At oniv ey siden to’ 113 Paper and cardboard....... 83 
RERERECAL siicseses sich sbsreys 111 aly ahs Sk oan Panege Fe 75 
De tallUrbiCal pn nee wiedt ssi « 104 DAL Ci tex ats iaotnieks <n: 73 
COTES Te aie eect A oa OO Pe 104 INIEESEODES Ooh otic Meda lyvace< 58 
Building materials ........ 104 Brat, ANG coils 2 eats aco ae 


Source: Institut National de la Statistique et des Etudes économiques, Bulletin de la 
Statistique Générale de la France. 


ITALY 
(1939 = 100) 

Sept. Sept 

1947 1947 
Bectrica lumpy: ciek.cia sche on 104 Ghemital i2..¢21:s0 estes 64 
Metali working: <4... -¢..%.5 < 79 Building materials ......... 60 
extilesiik fale si tiene lees ae Mineral Sahn, eae 54 
General iindex | ooc0 si e00: 73 


Source: Notiziario della Confederazione Generale dell’ Industria Italiana, Rome, pro- 
visional data. 
7 +» Not available. 


NORWAY 

(1938 = 100) 
oe 
Steel and metal working.... 167 Wood-pulp and paper...... 75 
General index ............ 115 Ore and metal production... 72 
Pe ren Electra. Glanhitig siainGes 20: vie en, 55 
Sea eies ; 110 OtherfoodMee. #24 yee 112 
ieee ae 108 Other... ....-. esses eee 95 

See. ae ee ee ae 105 


Source: Monthly Bulletin of the Central Bureau of Statistics of the Kingdom of 
Norway, Oslo. 


POLAND 
(1938 = 100) yak 
joa 1947 
DIE Tie al bel RA ne Seat 210 Textile ..........-..eeeee a 
BICCLIIGSDOWEE. sine 595 cos + 0 + 156 LEA roy oe EW WP eh it dh le Nt 89 
SOS ee ete 139 HGQOstuel stent c serasteg cos oe 74 
ARMANI 2 oot sain hes wa ee +0 126 Tobacco .......-.+eseeees 43 
PSEMELOU: LN GEK oj accsgiu emia. eye' sh +08 103 is geisblaiyet dai coh bike 2 on 
deonrariclusteeh i ..0525 seth ts’ 98 SAG han iit Beet 
RRC: ik te hsits ote clases 3s oF 


Source: Polish Institute for Economic Research. 
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Table 61 (continued) 


SWEDEN 
(1935 = 100) 
August 
w1S47 1947 
Eneintering oe. deel garities « 170 Foodstitts 2-5 «et ap ote 118 
Irciand, steel. fu. eevee: s 132 Textiles and clothing....... 106 
GETCTOLUINGCK 6 cae s tense 23 129 Wood-pulp and paper...... 105 


Source: Kommersiella Meddelanden, published by Kommerskollegium, Stockholm. 


The restoration of the pre-war volume of industrial production, because of 
abnormal post-war requirements, particularly for producers goods, is proving 
insufficient to provide pre-war consumption levels. Producer goods industries in 
most European countries have to meet an accumulated demand of many years 
for deferred maintenance and replacement, as well as other abnormal demands 
for reconstructing destroyed or partially destroyed capital equipment. For this 
reason, the economic plans of most European countries anticipate heavy in- 
vestment in producer goods industries, in large part by numerous additions of 
relatively small investments to existing plant and equipment. The necessity 
for building working stocks of raw materials has added to this burden. In many 
countries, the structure of industry and the availability of indigenous raw ma- 
terials have also favoured more rapid recovery in heavy industry than in con- 
sumption goods industry. While the general level of production shows a re- 
markable degree of recovery, in many countries consumption goods industries, 
particularly durable goods, are lagging behind general recovery. To some 
extent, this has been a matter of deliberate policy, reflecting the priority of 
producer over consumer goods industries for purposes of shortening the re- 
construction period. 


It appears, therefore, that only a substantial increase of European pro- 
duction above pre-war levels in the next few years can bring post-war Europe 
to a consumption level approximating that of the pre-war period. 


The recovery of industrial production has been retarded by many factors, 
most of which stem from the devastation and deterioration of industry and 
transport described earlier. At first it was transport that presented the most 
critical situation and hindered the basic distribution of food and other essen- 
tial goods and the resumption of industrial production on a significant scale. 
Of almost equal importance was the shortage of fuel and power, which lim- 
ited expansion of industrial activity. The subsequent increases in the supply 
of fuel and power have never been sufficient for rapidly recovering industrial 
activity. As industrial production reached higher levels, shortages of raw 
materials, and, for eastern Europe particularly, lack of equipment and parts, 
retarded the recovery of industrial production. Shortages of certain key com- 
modities emerged as bottle-necks to the further restoration of industrial activity 
and created a series of vicious circles. Coal production could not be increased 
more rapidly because of food shortages affecting the productivity of miners 
and, in some cases, because of shortage of timber for pit-props. On the other 
hand, increases in food production were hampered by lack of nitrogen fer- 
tilizer, the production of which in turn was hindered by lack of coal. The 
necessity for using timber as fuel in place of coal reduced the amount of 
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timber available for increasing coal production. An even more striking exam- 
ple is the shortage of steel, which has been hampering the engineering and 
other industries and which is a result mainly of the inadequate supply of 
metallurgical coking coal. 

The character of the key shortages in steel, timber, equipment and ma- 
chinery, and inland transport are analysed in the following section. The coal 
and food shortages are discussed in another part of the report.’ While short- 
ages of these basic commodities exist in most countries of Europe, they vary 
in importance with the economy, special needs, and reconstruction plans of 
individual countries. 


KEY SHORTAGES THAT RETARD INDUSTRIAL RECOVERY 
Steel 


Next to food and coal deficiencies, the shortage of steel is probably the 
main bottle-neck to recovery of industry in most European countries. The 
effects of the shortage of steel are felt in most sectors of industry, in transport, 
and in agriculture, particularly tractors and agricultural implements. 

Before the war, Europe’ accounted for forty per cent of the world output 
of steel. In 1937, a year in which the level of industrial activity in Europe 
was relatively high, European steel production amounted to almost 56 million 
tons of steel ingots and castings, of which about 12 million tons were ex- 
ported.’ The United Kingdom was the only important exporter of steel in 
Europe, and at the same time imported substantial quantities of steel—more 
than one million tons annually—from continental Europe. Of the 12 million 
tons exported by European countries, 5 to 6 million tons were exported outside 
Europe, leaving about 50 million tons for European consumption.’ Belgium, 

ance, Germany, and the United Kingdom accounted for almost all of the 
exports to other European countries. 

Imports of steel and its products play an important role in the economies 
of European countries which do not have conditions favouring steel produc- 
tion, such as coal and high-grade iron ore. Such countries either produced 
no steel or produced limited amounts, but had small-scale engineering indus- 
tries depending upon steel imports. 

War destruction of the steel industry was not extensive, except in Poland, 
where rolling mills particularly were destroyed, and in Germany, where about 
twenty per cent of steel installations were damaged. On the other hand, the 
steel production capacity of some countries increased by comparison with the 
pre-war situation. 


For coal, see the chapter on “The European Coal Situation”. For food, see both the 
section on “Food and Agriculture” in this chapter, and the special report of the Food 
and Agriculture Organization, “The World Food Situation”, in Part III of this report. 

? Excluding the USSR, which produced, in 1937, 17.7 million tons of steel, and 
according to plan will reach 25.4 million tons in 1951. Unless otherwise indicated, data 
in this section do not include the USSR because of inadequate information. 

* Data relate to five main producing and exporting countries, accounting for well over 
ninety per cent of trade in steel and manufactures: the United Kingdom, Belgium, 
Luxembourg, France and Germany. Source: Statistical Bulletin of the British Iron and 
Steel Federation, June 1947. Of the remaining exporters, Czechoslovakia is the most 
important one, with net exports in 1937 of 0.4 million tons. 

* Before the war, imports of steel and products to Europe from overseas were unimpor- 
tant. Imports from the United States, the main oversea exporter, amounted to less than 
0.5 million tons. 


137 


In 1946, European steel production reached about 31 million tons, or fifty- 
five per cent of 1937, and it is estimated that for 1947 output will amount to 
34 or 35 million tons, somewhat above sixty per cent of 1937 production. 
European trade in steel and its products declined sharply. France became a 
net importer to the extent of about 0.5 million tons. German production, 
which reached 2.9 million tons in 1946, was, in general, not available for 
export. Exports of the United Kingdom and Belgium-Luxembourg reached 
about 3.8 million tons (about one-half from each), of which about 2 million 
tons were exported to countries of continental Europe. Imports from the 
United States reached well over one million tons.’ 


Table 62 
STEEL PRODUCTION (INGOTS AND CASTINGS) IN EuropE,* 1937, 1946 anp 1947 
3 1937 1946 1947» 
Percentage Percentage 
Country Quantity Quantity of 1937 Quantity of 1937 
(Millions of metric tons) 

GerINANY estes 6 aiia'e siete 19.4 pbs 15 JO 19 
United Kingdom ......... 15.2 12.9 98 12.7 96 
EAUCE de cera wgi7 0.9) 4s ais APNE Tee 4.4 56 5.8 73 
Beleuusts hays oe Fe. ea oe « a Be 23 oo 2.8 72 
MUXeMpOUre 5s aac esos 2 25 1.3 52 1.8 72 
Ozechoslovakiancaas's s.<0.+ 0° 2.3 1.7 74 2.6 113 
EAL n ia stiale o: Rewta'e ss 0769 2k 1.4 67 1.6 76 
POLAR Mas Rais a yore sce <2 ee aS ‘fe 86 1.6 114 
RWVCCEN Gites al. ces ie o> seid 1.1 4 109 t2 109 
PAVING AY? W's, secae arcs adaeis 0.7 0.4 57 0.6 86 
MISHA eB yin aieke sb ats hens oe ed, 0.2 29 0.4 57 
SPADE. oeAG NON oiaars. 4 ce 20.6% 0.6 100 0.5 83 
Netherlands: Soci has.» «5 . 0.1 0.2 

BRO AT hotles ssuaaltas ose aae 30.6 55 35.4 63 
Tora (excluding Germany) 36.4 PH EY | 76 31.8 87 


Source: League of Nations Statistical Yearbook; United Nations, Monthly Bulletin of 
Statistics; Economic Commission for Europe, Report to the Industry and Materials — 
Committee (United Nations document E/ECE/IM/2/Rev.1) ; Report of the Committee 
of ee Economic Co-operation. 

— Nil. 

8 Excluding the USSR. 

> When government estimates were not available, 1947 figures were calculated by 
adding estimates for missing months to actual production data at the rate of latest avail- 
able month. 

¢ Post-war data for western zones. 

4 Within pre-war boundaries. 

e 1935 


The European steel position in 1946 may be summarized as follows: 

(1) Germany ceased to be an exporter, and its formerly high domestic con- 
sumption dropped to less than one-fifth of the pre-war level. By comparison 
with 1937, Europe lost about 1 million to 1.5 million tons of German steel 
exports annually. 


*Data on trade in 1946 are rough estimates on the basis of data published in the 
Statistical Bulletin of the British Iron and Steel Federation, June 1947. 
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(2) Exclusive of Germany, European production of steel in 1946 amounted 
to about 28 million tons, compared with 36 million tons in 1937. The supply 
of steel available to European countries (excluding Germany) from domestic 
production minus net exports was about 27 million tons, compared with 34 
to 35 million tons in 1937, or about twenty per cent less. The decline in do- 
mestic steel production varied considerably among countries (see table 62). 
Imports of steel into European importing countries declined from between 
5 and 6 million tons in 1937 to about 3 million tons in 1946, or about fifty 
per cent; at the same time, almost 2 million tons of steel were shipped outside 
Europe by the United Kingdom and Belgium-Luxembourg. 

(3) The level of steel production in Europe, exclusive of Germany, re- 
mained below existing productive capacity; in some countries, e.g., France, 
Poland, Italy and Austria, it was considerably below. The shortage of metal- 
lurgical coking coal has been the main bottle-neck to full utilization of capacity 
except in Poland; lack of needed equipment and refractory linings in several 
countries, and of rolling-mill equipment, in Poland particularly, has also pre- 
vented utilization of existing capacity. The shortage of metallurgical coking 
coal is discussed elsewhere in the report. So far as the supply of refractory 
linings (silica bricks) is concerned, Germany is almost the sole source of high 
quality quartzite and silica bricks’ and the decline in German production ‘has 
produced the shortage in this field. Shortages of rich iron ore and scrap iron 
have been of some importance in several countries. 

The situation did not change materially in 1947, in spite of the increase in 
European steel production from fifty-five to sixty-three per cent of 1937. The 
Executive Secretary of the Economic Commission for Europe, in his report 
to the Industry and Materials Committee, has estimated that Europe’s steel 
deficit in 1948, “on the basis of the various countries’ plans, would amount to 

_-~something of the order of 7 million tons, if the fuel shortage affected all users 
proportionately.” 

European countries (exclusive of Germany) are planning to expand steel 
production considerably in the next four years. By 1951, steel production, 
according to these plans, will reach the following levels: 


Table 63 
PLANNED EXPANSION OF EUROPEAN STEEL PRODUCTION, 1948-51? 
Actual Estimate Planned 
1937 1947 1948 1951 
(Millions of metric tons) 
Percentage Percentage Percentage 
Quantity Quantity of 193 Quantity of 1937 Quantity of 1937 
United Kingdom..... 13.2 127 96 14.0 106 15.0 114 
rancel et ste tee est 6s 7.9 5.8 73 10.4 132 12.7 161 
Beigium-Luxembourg. 6.4 4.6 72 U:3 114 7.8 122 
Czechoslovakia ...... 2 2.6 113 2.4 104 2.4 104 
Other Mer ewes és ce: 6.6 6.6 100 ees 111 8.4 127 
BRO TAMA at a sete otetes 36.4 o23 89 41.4 114 46.3 127 


Source: 1937 and 1947, table 62 above; 1948, report of the Committee of European 
Economic Co-operation and various national plans and other estimates; 1951, Economic 
Commission for Europe, Report to the Industry and Materials Committee (document 
E/ECE/1IM/2/Rev.1). 

@ Excluding USSR and Germany. 

T Also available in Czechoslovakia on a small scale; in Poland, quartzite is available 
in considerable quantities, but prior to the war had not been exploited. 


139 


The above plans (except in Czechoslovakia) assume a rapid annual rate 
of increase in steel production. In the view of the Executive Secretary of the 
Economic Commission for Europe: “These figures serve to give general 
indication of the future trend. But it should be emphasized that the national 
plans have in many cases been drawn up rather as requirements, assuming the 
necessary materials could be obtained, than as forecast outputs. Thus the 
scheduled production for 1948 involves such a steep increase over actual rates 
of output in 1947 as to be highly improbable. While it therefore seems certain 
that the achievement of these targets will be delayed in some cases, the esti- 
mates may still be used as an indication of the goals towards which output is 
moving.” 


Equipment and Machinery 


Before the war, Europe was a large-scale exporter of equipment and 
machinery, with production and exports concentrated in the United Kingdom 
and Germany, and to a much lesser degree in France, Belgium, Sweden and 
Switzerland. Certain special kinds of machinery were imported by Europe 
from the United States. 

Since the war, European needs for equipment have been much higher, but 
the capacity for producing equipment and machinery has not increased sub- 
stantially in several countries and has declined considerably in others. The 
disappearance of German supplies in this field is most seriously felt by Euro- 
pean industry, especially by the countries of central and eastern Europe, since 
the expansion of productive capacity for this purpose in other European coun- 
tries is a long-term problem. The shortage of spare parts for pre-war equip- 
ment of German manufacture is particularly important. Shortages of coal 
and steel supplies impose limitations in most European countries, however, 
on the utilization of existing capacity for producing equipment and machinery. 

It is not possible to estimate over-all European reconstruction needs for 
machinery and equipment of all types. The amounts of urgently needed types 
of equipment of critical importance to European recovery are referred to 
below. The shortage of coal-mining equipment is discussed separately in the 
chapter on “The European Coal Situation”. 


Power plant equipment. Before the war, expansion of electric generating 
capacity kept pace with the steady increase of demand—an increase of about 
7.5 per cent to 8 per cent per annum between 1925 and 1938. Since 1938, 
the increase in generating capacity for the whole of Europe (including the 
USSR) has been only five per cent, while post-war requirements have far 
exceeded those of the pre-war period. 

The production of electricity before and after the war is shown in table 64. 

Any further substantial expansion in the production of electric power will 
require an increase in generating capacity in most countries. European coun- 
tries as a whole are planning to increase their capacities by about fifty per 
cent during the next four years. 

The production of electric generating equipment has declined considerably 
because of the drop in German production, which is now barely sufficient for 
current German requirements; other countries manufacturing such equipment 
have already accumulated large orders with delivery dates for new orders 
varying from two to five years. 


*Economic Commission for Europe, Report to the Industry and Materials Committee 
(document E/ECE/IM/2/Rev.1). 
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Table 64 
PropucTION oF ELECTRICITY IN EUROPE 
Monthly averages, 1938 and 1945-47 


' nn 
ani= ept. 
1945 ." ana ee 
Country 1938  (lasthalf) 1946 Quantity of 1938 
, (Millions of kilowatt-hours) 
Austria A Mae es cae ote 1328 te 248 259 170 
Belgium ka Rare a 440 432 520 580 132 
Bulraria WS yaa Cee FG 8 19 35 36 38 = 200 
@zechoslovakia ..:...:... 342° 370 464 534 156 
Denmark ack ae. Bee 68 66 87 105 154 
RR RIMM sory) rar ees v5 re 2008 244 244 235 91 
POMC EM Pols coy seo 1,548 1,520 1,847 2,074 134 
RSIS Blige ays, aati a ae 29 38 46 47 162 
Wy Soe fe. ee eee 1,095 1,056 1,279 1,508 138 
PUREMIDOULS oe. wes 38 18 28 31 82 
Wvemrertands, ....0....... 199 147 225 261 131 
La ah i, ee 803 763 938 949 118 
Lou eae 8 ee re 319¢ 4194 476 529 166 
EUS es 36 46 53 58 161 
GR A ee ae 1,004 1,009 1,024* 185 
vied Gite? a 448 692 696 668 149 
United Kingdom ........ 2,031 3,006 3,437 3,382 167 


Source: Statistical Office of the United Nations, Monthly Bulletin of Statistics. 

. . Not available. 

See = 1937) b January—April. ¢ Within pre-war boundaries. 4.October—December. 

e January—June. 

Elimination of obstacles to the production of generating equipment and 
importation of such equipment from outside of Europe, mainly from the 
United States, are both required if the production of electricity 1s to be in- 
creased and the pressure on coal reduced. There is an important need par- 
ticularly for certain component parts of such equipment, including spare parts. 
Power-generating equipment may be expected to be in short supply for the 
coming years.’ 

Transport equipment. The remarkable recovery which has been achieved 
in the field of transport was described earlier. In most European countries, 
inland transport ceased at an early stage to be an important obstacle to 
industrial recovery. However, the recovery of transport has been of a very 
unstable character, because of the poor condition of equipment, the pro- 
visional nature of repairs and because of continued over-exploitation of service- 
able equipment. The seriousness of this situation is reflected to some extent 
in table 65. In the latter part of 1946, there were still substantial deficits in 
the number of locomotives and freight cars as compared with pre-war num- 
bers, several countries having only from one-half to two-thirds of pre-war 
rolling-stock. In addition, however, a large proportion of the rolling-stock was 
not in service but was awaiting necessary repairs. 

+ Expansion of hydro-electric capacity is a long-term problem; plans for such expansion 
have been drawn up in several parts of Europe, some of them on a regional basis. See 


Economic Commission for Europe, Report to the Industry and Materials Committee 
(document E/ECE/IM/2/Rev.1). 
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The Secretariat of the Economic Commission for Europe has estimated the 
over-all requirements for 1948 and 1949 of basic raw materials for European 


inland transport, including all kinds of mobile transport and permanent way, 
as follows:* 


1948 1949 

(Thousands) 

PCCM MECIITC HEDIS) Sy cms". < sin ent « 6.5 7.0 
Woodrcubtovenetres) = iwateas ov w beers 1,8 Bie 
BLECDENS | (€UDICUMIEETES). tems oa be we a 4.5 4.0 


Source: Economic Commission for Europe, Report to the Industry and Materials Com- 
mittee, document E/ECE/IM/2/Rev.1. 


_ The shortage of freight cars may become critical in 1948. It was estimated 
in the fall of 1947 that there were about 2.8 million freight cars in Europe 
as compared with 3.0 million before the war. This number might be sufficient 
if normal maintenance of rolling-stock were provided. However, there are 
about 325,000 freight cars above the normal number awaiting repair, so that 
the total rolling-stock is that much further below requirements. In addition, 
the physical condition of part of the available rolling-stock is so poor that 
it will be necessary to scrap at least 80 thousand freight cars in 1948, and at 
least 120 thousand in 1949. Construction of new freight cars in Europe has 
been estimated at approximately 120 thousand in 1948 and 150 thousand in 
1949. Certain of these countries have about 50 thousand freight cars on 
order from the United States and Canada for fairly early delivery. It is esti- 
mated that about 100,000 freight cars are needed for delivery from oversea 
€ountries before the winter of 1948/9 if a serious crisis is to be avoided. 


Agricultural and forestry equipment. Changes in farming methods in 
Europe, shortages of labour in western Europe, and losses in draught animal 
power in eastern Europe have given rise to additional requirements for agri- 
cultural equipment and supplies, if pre-war production levels are to be re- 
stored. Most of the European countries are developing the production of 
various agricultural implements to cope with this new situation, but are 
facing an especially difficult problem with respect to agricultural tractors. 


Preliminary estimates of requirements and domestic production of tractors 
in Europe, prepared by the Secretariat of the Economic Commission for 
Europe, are shown in table 66. European production of tractors is limited 
to light and medium tractors; heavy tractors of 50 horse-power and over will 
have to be imported from overseas, at least during the next few years. Euro- 
pean tractor production is concentrated in the United Kingdom, France, 
Italy, Czechoslovakia and western Germany, and the USSR. Production of 
tractors is planned, or has already begun in several other countries, but will 
not be substantial for some years to come. It may be expected that the short- 
age of heavy and medium tractors in Europe will persist for at least another 


few years. 


1 Excluding USSR, Finland and Spain. 
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Table 66 
TRACTOR REQUIREMENTS AND PRODUCTION IN EUROPE 
Pre-war, 1947/48 and 1948/49 
Pre-war 1947/48 1948/49 


(Thousands) 

Requirements*'@ a. ttegqas op sie eal © eles ener An 213.6 23753 
Production: 

United Kiriedom? (9 fi. ss x3. eet 15.0 125.0 226.0 

Trance: orp oe oe et CO are seem 123 20.0 30.0 

Dial Vette te citesego chs cts Site oo re ie een De 4.2 6.2 

Caz eehoslov Ait tac gies Gio» Aa Mak eae 0.5 4.6 4.7 

Germany. western. zones) iis «4 jaa access 9.4 8.6 12.6 

SSR cee tee ot, a ee eee 116.0 34.0 67.0 


Source: Economic Commission for Europe, Report to the Industry and Materials Com- 
mittee, document E/ECE/IM/2/Rev.1. g 

. - Not available. ; 

a Excluding the USSR, Poland and Hungary, for which no data are available. Figures 
are based on national plans where available. 

b Includes market, garden and light tractors, about one-third of total, which are com- 
pletely or partly excluded from data for other countries. 


Tractors needed for the timber industry are not included in the above 
estimates. In timber-producing countries, especially in eastern Europe, there 
is an acute shortage of tractors for this purpose. In addition, the shortage of 
logging and saw-mill equipment is retarding timber production in some of 
the larger timber-exporting countries; modernization of forestry equipment 
is also required to raise present timber output substantially. 


Machine tools. The scarcity of special purpose machine tools has been a 
serious problem in several countries. In eastern Europe, there are also short- 
ages of many general purpose machine tools, which are especially needed for 
repair of war-damaged installations. 

The demand for special purpose machine tools could probably be met by 
supplies from the United States, and to a lesser extent from the United 
Kingdom. General purpose machine tools may be available in Germany from 
the considerable stocks accumulated during the war, which may be surplus 
to its present and future requirements. The stocks of all metal-working tools, 
for example, increased in Germany from 1,420 thousand in 1939 to 2,300 
thousand in 1945, and metal-cutting tools, from 1,040 thousand in 1939 to 
1,737 thousand in 1945. 


Timber’ 


Before the war, Europe, including the USSR, was almost self-sufficient in 
lumber. The major producers were USSR, Finland and Sweden, and certain 
countries of central and eastern Europe. In 1937, imports of 22.6 million 
cubic metres of softwood sawn lumber by industrialized European countries, 
chiefly, the United Kingdom and western Europe, were offset by exports of 
21.0 million cubic metres by other European countries: 8.8 million from 
northern Europe, 6.4 million from eastern and south-eastern Europe, and 
5.8 million from the USSR. Net imports into Europe were only 1.6 million 
cubic metres. 

During the war, the forest resources and the timber industry of occupied 


* This discussion is limited to the urgent problem of softwoods. 
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countries, especially in eastern Europe, suffered heavy war losses as a result 
of excessive cutting and destruction of timber equipment. Cutting during the 
occupation in Poland, for example, was equal to as much as seventeen years 
of normal cutting. The effects of overcutting will be felt for many years. The 
loss of equipment is an immediate and important factor in the present scarcity 
of lumber in Europe. The post-war, compared with the pre-war, situation is 
presented in table 67. 
Table 67 


OUTPUT, TRADE BALANCE AND CONSUMPTION OF SOFTWOOD SAWN LUMBER 
IN Europe, 1937 anp 1946° 


1937 1946 
(Millions of cubic metres) (Millions oheubes metres) 
et Available 
Import(-+-) for con- 
, Net Available Output , Export (-) sumption 
mport S = = 
Area Output ese fan Boa Rian (339 Se Re85 Sie st 
Tora Europe 
GnelieLISSR exces 72.8 5 LG 74.4 68.7 94 +3.3 206 1220 ee 
Torat Europe 
(exch USSR) Maa 39.0 + 7.4 46.4 33.7 86 +26 35 Shoots KS} 
British Isles (incl. 
rela G ore: oc crs sgt 0.4 Srl bile) 11.9 O52 5-36) eS 4.3 36 
Western Europe?..... Dal + 4.3 7.0 Selene eee Ph obhil 6.1 86 
Northern Europe® ...15.2 — 8.8 Cre Ti i737 36 41 Teor Ly 
Central and southern 
Europe: Group I4¢ .. 7.0 + 6.8 13.8 8.8 126 +0.1 1 5oeenSiOit 64 
Group Ile ..13.7 — 6.4 fe 94 69 -+0.1 (Somer 29 


BR Beta Be act 33.8 -58 28.0 35.0 104 +07 © (t) 35.7. 128 


Source: Economic Commission for Europe, Report to the Industry and Materials Com- 
mittee, document E/ECE/IM/2/Rev.1. 

@ Stocks omitted to facilitate comparison; small quantities of hardwood included in 
few cases. 

> France, Belgium-Luxembourg, Netherlands, and Denmark. 

¢ Norway, Sweden, and Finland. 

4 Germany (western zones), Switzerland, Hungary, Italy, Greece, and Spain. 

€ Poland, Czechoslovakia, Austria, Bulgaria, Roumania, and Yugoslavia. 

f Net exporters in the pre-war period. 

After the war, home consumption of main timber-producing countries in- 
creased about twenty per cent above pre-war consumption, further reducing 
export availabilities. The increase in domestic consumption was a consequence 
of war devastation in some of these countries, and in others, like Sweden, was 
caused by a shortage of coal. The current volume of umber production in these 
countries, although below pre-war levels, requires too high a felling rate for 
post-war forest resources, except in Germany. In the long run, as a consequence, 
a further decrease in lumber production is anticipated. 

The Secretariat of the Economic Commission for Europe has estimated that 
in 1948 the minimum European deficit in lumber will be about two million 
standards, which means that western Europe and the Mediterranean area can 
expect to cover only about sixty per cent of their anticipated softwood require- 
ments. European lumber production could be raised temporarily during the 
period of reconstruction if needed forestry equipment were made available 
to some countries and additional coal and other fuels to certain others. 


1 According to the report of the Timber Sub-Committee of the Economic Commission 
for Europe (document E/ECE/IM/2/Rev.1). 
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PROSPECTS FOR FURTHER RECOVERY OF INDUSTRIAL PRODUCTION IN 1948 


The upward trend in industrial production in Europe, from the end of the 
war until mid-1947, may be expected to continue in 1948 under certain condi- 
tions, although at a gradually decreasing rate. Despite the marked slackening, 
and even decline, of industrial production in the second half of 1947," a larger 
volume of industrial. production might be expected in 1948,” if no significant 
decline in the volume of needed imports took place. The margin of unutilized 
capacity in many industries, and increasing intra-European trade, might even 
permit a substantial increase in industrial production if additional supplies 
above the amounts currently imported from outside Europe were available. As 
European countries approach pre-war levels of production or exceed them, 
however, further declines in the rate of increase appear likely. 


To the extent that their influence is not diminished over the coming period, 
current bottle-necks in industrial production may continue to retard recovery 
in Europe in 1948. Post-war experience has indicated that the character of the 
shortages of key commodities tends to change at each successively improved 
level of production and that obstacles which had not been very important at an 
earlier period assume more serious proportions. In this connexion, it should be 
mentioned that some western European countries are facing substantial labour 
shortages. Almost all countries are finding it necessary to cope with shortages 
of workers with specific skills and of heavy labour. In certain western Euro- 
pean countries, the current general shortage of labour will be aggravated by 
the planned release of prisoners of war in the face of an increasing demand 
for labour. Production in 1948 in these countries may be adversely affected, 
unless additional labour is made available through immigration and other 
measures. 


A significant proportion of European industry has always depended, and 
since the war has depended much more, upon the availability of raw materials 
imported from overseas. Recovery to date in many industrial sectors has been 
achieved by a relatively high volume of imports from outside Europe, fre- 
quently in excess of pre-war imports. 


The destruction and deterioration of industrial equipment as a result of the 
war has created demands, which have not yet been adequately met, for imports 
from outside of Europe in order to maintain and further restore industrial ca- 
pacity. In several European countries, further reconstruction of industrial cap- 
ital by the use of domestic resources is limited. 


The prospects for further recovery of production in 1948 will thus be de- 
cisively influenced by supply availabilities and the possibility of financing an 
increased volume of imports. In this connexion account must be taken of the 
increasing effect, on the European economy as a whole, of continuing differ- 
ences in the degree of industrial recovery among the devastated countries of 
Europe, particularly in the light of the inter-dependence of industrialized coun- 


tries on the one hand, and agricultural countries with plans for industrialization 
on the other. 


* Partly seasonal. 


* An abnormally severe winter in Europe, such as that of 1946/47, however, could pro- 


duce a decline as a result of undue pressure on limited fuel supplies and difficulties in 
transportation. 
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Foop AND AGRICULTURE’ 


In the summer of 1947, Europe harvested the third post-war crop that was 
far below pre-war levels and, as a consequence, most European countries in 
1948 again face a serious shortage of basic foodstuffs. Since the end of the war 
Europe, as regards food, has been suffering from the effects of war-time 
disruption of the agricultural structure and the devastation and deterioration 
of agricultural capital—tland, livestock, plant and equipment. The agricultural 
potential of Europe for the next several years is seriously reduced and the 
restoration and replacement of agricultural capital is impeded by the general 
world shortage of supplies for agricultural production. The situation has been 
further aggravated by unfavourable weather conditions in successive post-war 
years, first in eastern and then in western Europe. 

Livestock suffered particularly as a result of war devastation, the reduction 
in eastern and south-eastern European countries being especially severe and 
amounting to more than one-half of the pre-war livestock population. The 
decline in livestock in western Europe, which was less severe, was a conse- 
quence of the need for maximum utilization of grain for human consumption 
and the absence or reduction of imported feed. The reduction in livestock 
numbers, combined with the fall in average yields of livestock products, may 
continue for several years to limit the volume of domestic supplies of meat, 
fats, and milk and dairy products in many European countries, particularly 
those of eastern and south-eastern Europe. 

A severe shortage of draught power also arose in the countries which suf- 
fered heavily from loss of horses during the war. Also, farm equipment and 
buildings were destroyed in large numbers or suffered serious deterioration 
owing to lack of maintenance and replacement during the war. 

Depletion of soil fertility caused by the absence of sufficient manure and 
chemical fertilizers, particularly in eastern European countries, coupled with 
intensive land utilization during enemy occupation, have created post-war 
demands for chemical fertilizers far in excess of presently available supplies. 


RECOVERY OF AGRICULTURAL PRODUCTION SINCE THE END OF THE WAR 


The net result of these shortages has been a drastic decline in the post-war 
output of crops and livestock products. In addition, there has been a sharp 
reduction of supplies from sources outside of Europe because of the shortage 
of foreign exchange and world shortages of foodstuffs. Food consumption in 
Europe immediately after the war declined to considerably below pre-war 
levels, and, in many countries, large sections of the population were and still 
are at a bare subsistence level. 


Indigenous food supplies in 1945/46 


The first post-war crops of 1945 in the occupied countries of Europe were 
disastrously low for the reasons cited above. In many of these countries, plant- 
ing and harvesting of crops were disrupted by actual fighting, and large areas 
remained uncultivated or unharvested. Farm labour was inadequate, among 
other reasons, because millions of agricultural workers who had been deported 
to Germany as forced labourers or prisoners of war were just beginning to 
return to their farms. The combined effect of shortages of fertilizer, lack of 


1 See also the special report of the Food and Agriculture Organization of the United 
Nations, “The World Food Situation”, part III, chapter 1 of this report. 
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adequate draught power, equipment, labour, as well as other factors, was a 
reduction of average yields per hectare, in many cases to one-half of pre-war 
yields. , : 
Production of grains and potatoes since the end of the war in various be 
pean countries’ is shown in table 68. For Europe as a whole, production o 


Table 68 
RECOVERY OF INDIGENOUS PRODUCTION OF GRAINS AND POTATOES 


IN EUROPEAN COUNTRIES 
Pre-war and 1944/45—1946/47* 


All grains ake Potatoes 
-war 

BET) ISM 968/46 TONC/4T aitcons of 1944/45 1945/46: 1946/41 

metric tons) (Per cent of pre-war) metric tons) (Per cent of pre-war) 
Group I 
Bae Re a, ee ae 1.7 55 55 51 2.0 62 68 90 
TANCE - te wieew. aN ie} 52 80 59 15.8 35 66 101 
Tuxeniboung) seen oe 0.1 68 87 74 0.2 50 67 74 
Netherlands’........-. 1.4 yi) 105 80 2.9 95 155) 153 
Switzerland se ase - 0.3 184 166 141 0.7 228 2 174 
United Kingdom ...... HEU PNTS eha58at 156 3.1 186 198 205 
Group II 
Menm ankie wack ates 3.5 104 111 93 1.3 119 134 148 
Banland® ss are ke nor 1.4 57 64 By) 1.3 60 67 81 
INOrWAys) eee ns eres 0.4 91 99 80 OST 23 135 95 
Sweden @9...; tise seer 3.2 72 78 63 1.8 90 105 101 
Group III 
AUIS ELLA giles OSS etek Aycan. 5 1.9 45 47 47 2.8 35 54 54 
Greece. ee hes. cot oes 1.4 49 90 66 0.1 165 ae 175 
LtalySaeer eco), Pe rire 55 79 68 2.8 83 92 92 
Group IV 
German yest: Sceee 22.0 58> 60> 645 48.2 72b 68> 52 
Group V 
US wil kee er etn, en eA Sab 52 94 0.1 27 Aa 
Czechoslovakia ........ Ley) 58 72 67 9.3 61 67 
nmigarye Leer. ns 6.0 57 58 63 2.4 94 bs ak 
Poland#.. 0.2... eae 12.9¢ 39 37 41 33.8¢ 41 48 5S 
Yugoslavian eer aoe 7.8 58 55 dq 1.6 60 60 


Source: Countries participating in Committee of European Economic Co-operation 
from Report of CEEC, Volume II; other countries from working papers of the United 
Nations Technical Committeé on Post-UNRRA Relief, and Reports of the Secretary- 
General of International Emergency Food Council to the fourth and fifth meetings of 
the Council, July and October 1947; also Food and Agriculture Organization of the 
United Nations Potatoes Review, 27, June 1947. Pre-war data represent averages of three 
to four years, generally 1934-38. 

. . Not available. 

® Represents production in crop year specified and available for consumption during 
subsequent crop year. 

> Western zones only. 


¢ Pre-war data refer to Poland within pre-war boundaries in this and other tables of 
this section. 


4 Not available but reported to be considerably higher than previous year. 


“In general, countries have been grouped as follows in various tables in this section: 
Group I, countries of western Europe, other than Scandinavian countries, Germany and 
Italy; Group II, Scandinavian countries; Group III, Austria, Greece and Italy; Group 
IV, Germany; Group V, countries of central and eastern Europe, except Greece and 
Italy. 

* Not including the USSR for which data are not available. Unless otherwise specified, 


references to Europe throughout this section exclude the USSR because of inadequate 
data. 


al 
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bread and coarse grains declined to about sixty per cent of pre-war figures. 
The impact of this decline on individual countries varied, being greatest in 
occupied countries and relatively small or absent in neutral countries; in the 
United Kingdom an increase was achieved by reducing area in pasture in 
favour of crop production. Declines of forty to fifty per cent occurred in most 
occupied countries, the drop in grain production in Poland being as high as 
sixty per cent. Potatoes, which represented an important food source in several 
of these countries, fell to similarly low levels. In Poland, for example, where 
potatoes constitute an especially important part of the local diet, the 1945 
potato crop was only forty-one per cent of the pre-war average. 


Almost all countries suffered a severe shortage of fats during 1945/1946, as 
table 69 indicates. In several countries domestic production of fats declined 
to fractional levels of the pre-war position as a result of reduced numbers of 
livestock and, in addition, of low fat yields per head of livestock owing to 
the shortage of fodder. Domestic supplies of fats were only thirteen per cent 
of pre-war supplies in Poland, twenty-five per cent in Yugoslavia, and con- 
siderably below fifty per cent in several other countries. Countries which were 
not occupied suffered less but, notwithstanding this, severe declines took place 
in domestic production of fats, primarily because of the need for conserving 
grains for human consumption and the absence of imported feed. For all 
countries participating in the Committee of European Economic Co-operation, 
the production of oils and fats in 1945/46 was one-third below pre-war pro- 
duction. 


Production of meat (see table 69) and other livestock products was similarly 
affected. Meat production in Poland was only fourteen per cent of pre-war 
Seat in the Netherlands, it was one-third; and in Belgium, Austria and 

ugoslavia, two-fifths. For countries participating in the CEEC, (including 
western Germany), the over-all decline in meat production was about one- 
third; drastic declines occurred also for other livestock products in these coun- 
tries: twenty-seven per cent for milk, thirty per cent for butter, fifty-two per 
cent for other milk products and thirty-seven per cent for eggs. Even sharper 
reductions occurred in the output of these products in several eastern Euro- 
pean countries, particularly in Poland, Hungary and Yugoslavia as a result 
of heavy livestock losses during the war. 


Indigenous food supplies in 1946/47 


During the fall of 1945 and the spring of 1946, European countries made 
strenuous efforts to place maximum areas under cultivation. They faced, in 
varying degrees, shortages of high-quality seed, owing to the poor harvest of 
1945, lack of draught power, equipment and implements, and inadequate sup- 
plies of chemical fertilizers. Agricultural supplies from domestic production and 
from imports were still of totally inadequate proportions. Such supplies as were 
beginning to become available were already too late to affect significantly the 
1945/46 crop. Notwithstanding these difficulties, which were especially serious 
in several eastern and south-eastern European countries, eighty-five per cent of 
pre-war areas were placed under cultivation in 1945/46. 
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Table 69 


RECOVERY OF INDIGENOUS PRODUCTION OF FATS AND MEAT 


IN EUROPEAN COUNTRIES 
Pre-war and 1945/46—1947/48 


Fats Meat 
Pre-war 1945/46 1946/47 1947/48 Pre-war 1945/46 1946/47 1947/48 
(Thousands of Thousands of 

metric tons) (Per cent of pre-war) metric tons) (Per cont of pre-war) 


Groupl 

Bein | ID, 8908, OF 87 33 38 47 331 43 45 any 
France © 01.05... -28819N8 % 336 42 51 54 | 2,055 77 78 83 
Ihuxembourg mr peer wre 5 80 80 80 iy, 53 59 65 
Netherlands, ;.).........++ 116 53 69 67 387 32 48 52 
SWItZEMiANG) sree ni cree 38 76 82 66 194 63 64 62 
United Kingdom ....... 200 51 59 By oly ao 69 67 66 
Group 

Denmark) .Joojzour! te. ! 197 76 77 94 557 70 74 71 
Finland aides wage osrfer cy 48 107 46 110 73 70 
INOFWayare Pacticctosueih es = 225 47 80 89 101 69 74 79 
SWEGCH ase css Sues aac 89° 127 122 119 303 87 90 90 
Group III 

Austrivgeal .2gii3ga. 0793 77 39 40 51 281 398 39 47 
GreeCesnas.20)) aaa. ost 135 81 71 105 106 59 69 75 
tal Vy meee bl wot. Potgraeyoos’ 456 66 68 82 748 66 67 72 
Group IV 

Germnanyie. cote ee 710 634 54a 56 | 1,9778 418 418 388 
Group V 

@zechoslovakia 42.25... 146 44 55 8 429 68 71 

Roland Meter. ecase 313 13 26 ce 855 14 28 
Wupostavial es esi 0. 131 25 42 a3 321 40 55 


Source: See sources for table 68. Also Food and Agriculture Organization of the United 


Nations Review of Fats and Oils and Livestock Products, 21 July and 27 June 1947, 
respectively. 


. . Not available. 
a Western zones only. 


In 1946, the crops of bread and coarse grains, and potatoes, for Europe as 
a whole, were considerably above the previous year but about seventy per cent 
of pre-war crops. Most western European countries, Italy, Greece, and Czecho- 
slovakia recovered to a substantial degree—in most cases to eighty per cent 
or more of the pre-war position (see table 68). Several countries of south- 
eastern Europe, however, were adversely affected by drought in the summer 
of 1946; this reduced yields and substantially nullified the increases in area 
sown. The grain crops in Austria, Belgium, Germany, Hungary, Poland, and 
Yugoslavia were less than sixty per cent of pre-war crops. Poland appeared to 
be in the most difficult situation: large areas of Pomerania had not been placed 
under cultivation and yields per hectare in the rest of Poland were extremely 
low. As a consequence, the grain crop in Poland was only thirty-seven per cent 
of pre-war production and the potato crop forty-eight per cent. 

Domestic supplies of fats improved only slightly, owing to the continued 
necessity for conserving grains for human consumption and the absence of 
imported feed (see table 69). Meat production showed a similar slight im- 
provement but, in most countries, still remained between one-half and two- 
thirds of pre-war levels (see table 69). The situation was most acute in 
Austria, Belgium, Germany, the Netherlands, and Poland, where levels con- 
siderably below one-half of pre-war production prevailed. 
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In general the substantial progress achieved in increasing the output of agri- 
cultural crops was the result of the return to more normal and orderly con- 
ditions after the upheaval of the war; the gradual return of prisoners of war 
and displaced persons to the farms; the improvement in the distribution of 
domestic agricultural supplies and the maximum use of limited domestic 
resources. However, unfavourable weather conditions provided a setback to 
several eastern and south-eastern European countries. 


The 1947 grain and potato crops 


During 1946 substantial progress was made in restoring domestic produc- 
tion of tractors, farm implements and fertilizers. Imports of such agricultural 
supplies had begun to flow into Europe in substantial quantities. A large part 
of the UNRRA supply programme for agricultural rehabilitation. was shipped 
to European countries during 1946, the total programme amounting to about 
$250 million. Over one-fourth of these supplies represented tractors and farm 
machinery, and only somewhat lesser proportions were livestock (chiefly 
draught animals) and seed; in addition, about ten per cent of the UNRRA 
programme was devoted to chemical fertilizers. With the improvement in the 
agricultural supply situation, there were grounds for optimism for a consider- 
ably improved food crop in 1947. 

The unusually severe winter of 1947 in western Europe, which damaged or 
destroyed millions of hectares of fall seeded crops, and the extremely dry 
summer, cut the yields of all grain crops sharply. Grain crops in several western 
European countries were reduced to a level only somewhat above the disastrous 
crop of 1945 and even below that level in some countries (see table 68). The 
production of grains for Europe as a whole in 1947, as compared with the 
pre-war position, is shown in table 2 of part III of this report. 

~ While the total grain crop for Europe showed only a small decline over 
- the previous year, the large declines in western Europe were offset by the 7.5 
million ton increase in maize production in Yugoslavia, Hungary, Bulgaria, and 
Roumania which approached pre-war levels. ‘ 

The consequences of the sharp decline in the 1947 crops in western Europe 
for domestic supplies of fats, meats and dairy products in 1948 are most 
serious. The crop decline has provided a serious setback to the recovery of 
livestock numbers and output of livestock products (see tables 69 and 70). The 
increases anticipated for these products in 1947/48 are relatively small, as 
shown in table 69. 


Table 70 


NuMBERS OF LIVESTOCK IN EUROPEAN COUNTRIES 
1944/45 and 1946/47 as a per cent of pre-war 
Cattle Hogs Sheep Horses 
1944/45 1946/47 1944/45 1946/47 1944/45 1946/47 1944/45 1946/47. 


(Per cent of pre-war 


iT 
A intaae UIQ. DEUS: 87 95 68 76 101 81 102 102 
Francés. leussiuorres 94 99 69 82 72 72 81 87 
Luxembourg. ......... 101 111 59 51 122 145 87 92 
Netherlands .......... 85 93 47 52 75 Tal, 102 102 
Switzerland’ <2... 0... 90 89 68 81 101 93 109 104 
United Kingdom ..... hi fal 111 49 37 79 62 78 75 


Table 70 (continued) 
Cattle@ Hogs Sheep Horses 
1944/45 1946/47 1944/45 1946/47 1944/45 1946/47 1944/45 1946/47 


(Per cent of pre-war 


Group II 
EE ee ane 103 98 52 57 145 116 116 108 

roe ee ee 87 87 50 52 103 102 98 105 
INOLWAY ie cmieceaaniecns 95 90 52 60 64 57 125 ig 
Sweden #,.tos.tacee acer 98 97 98 99 123 114 97 88 
ieeaante 129 129 104 108 
IAUStriatanin taietirc crits 84 86 46 56 
Greaee RES Fee, 58 67 93 107 73 86 71 80 
ltalygeee Fe ath: 93 100 100 104 79 91 67 62 
Group IV 
Germany #2... 92b 87 48> 44 108» 85 96> 101> 
Group V 
Czechoslovakia ....... 89 94 69 79 100 107 85¢ gic 

LUIS AT Viaeet ecaier eves ouskdne 57 58 36 43 20 23 40 49 
Pollan cipeg te hao oy tose 49 58 24 35 Ars 23 30 38 
NaicOsiavicienrse acta te 52 61 68 93 54 69 . 8 50 


Source: Report of the Committee of European Economic Co-operation, Vol. II; Tech- 
nical Reports; also data submitted to the United Nations Technical Committee on Relief 
Needs after the Termination of UNRRA. 


. . Not available. 

4 Including milch cows. 

> Western zones of Germany only. 
¢ Including other draught animals. 


Foop CONSUMPTION AND IMPORTS SINCE THE END OF THE WAR 


Before the war, many countries of Europe were net importers of most basic 
food commodities, the United Kingdom being very heavily dependent on 
outside sources for its food supply. Most western European countries (includ- 
ing Germany) and Scandinavian countries were substantial importers of grains, 
particularly of animal feed. Italy, Austria and Greece also depended on imports 
for a significant part of their grain consumption. Other countries of Europe 
were largely self-sufficient or net exporters of grains. Western Europe as a 
whole (including Germany), Czechoslovakia, Italy and to a lesser extent 
Austria, were also large importers of fats and oils. With respect to meats, the 
United Kingdom was heavily dependent on imports; other significant net 
importers were Germany, Italy, France, Belgium, Switzerland, and Austria. The 


remaining countries of Europe were either self-sufficient or net exporters of- 
meat products. 


In view of the normal dependence of a large part of Europe on imports of 
food from abroad, the drastic declines in the output of agricultural and live- 
stock products described above necessitate lower standards of food consump- 


tion, unless imports from outside Europe are substantially increased above pre- 
war levels. 
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In the early post-war liberation period, when domestic food supplies 
were sixty per cent, or less, of pre-war levels in most European countries, 
certain basic foodstuffs available for import from outside of the European 
continent were also at levels substantially below those of the pre-war period. 
The reduced volume of grains and fats available for import into European 
countries during 1945/46 had to be apportioned, not only among normal pre- 
war net importers but among countries which were formerly exporters of grains, 
like Poland and Yugoslavia. Meat supplies available for import, however, were 
substantially above pre-war levels. General shortages were accompanied 
by shortage of shipping and the limited foreign exchange resources of European 
countries; the latter factor particularly affected relatively high-cost meat 
imports. 


_ As a consequence, both of reduced indigenous supplies and the failure of 
imports to compensate for such reductions, extremely serious declines in per 
capita food consumption occurred in most European countries during 1945/46. 
The drop in domestic supplies affected particularly the food consumption levels 
of the non-farm population, which bore the brunt of the reduction. With re- 
duced food production, the farming population usually retained a larger 
share of production for its own needs and, owing to the general shortage and 
the high prices of consumers’ goods and available agricultural supplies, had 
little incentive to bring supplies to market. The situation was worsened by 
difficulties of transport, disruption of food storage and processing facilities, 
administrative difficulties of enforcing collection and rationing systems, and 
the existence of black markets. 


In these circumstances, the non-farm population in most countries was 
heavily dependent upon imports from abroad for an important part of its 
food supplies and suffered the most severe reduction in food consumption. The 
average calorie intake and per capita food consumption of major food items, 
which are shown in tables 71 and 72, reflect the general decline in food con- 
sumption for the population as a whole, but considerably understate the re- 
duction in food intake of the non-farm population. Some idea of the magnitude 
of this discrepancy may be gained from the following: an average intake of 
2,000 calories for the population as a whole, in a country in which self-suppliers 
are one-third of the total population, represents—assuming an intake of 2,600 
to 2,800 calories for self-suppliers—an intake of only about 1,600 to 1,700 
calories for non-self-suppliers. 


As tables 71 and 72 show, consumption levels in most western European 
~ countries in 1945/46 were far below pre-war levels. Reduction in per capita 
consumption of fats and meats had a particularly adverse effect on the com- 
position of the diet of the population of western European countries, which 
prior to the war had a relatively balanced diet of grains and livestock products. 
Calorie intakes have been prevented from declining further in these countries 
by the maintenance of bread-grain consumption at pre-war levels, through 
higher extraction rates and the mixture of bread and coarse grains. In eastern 
and south-eastern European countries, most of which consumed relatively small 
quantities of fats, meats and other livestock products per capita and relatively 
large quantities of grain products, the sharp declines in domestic supplies of 
grains brought calorie levels to a bare subsistence minimum, and mass starva- 
tion was avoided only by emergency relief imports by UNRRA. 
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Table 71 


ESTIMATE OF CALORIE VALUE OF DAILY FOOD INTAKE PER CAPITA FOR TOTAL 
POPULATION IN EUROPEAN COUNTRIES 
Pre-war, 1945/46 and 1946/47 
Pre-war 1945/464 1946/47 


Group I (Calories) 
Peagnim 2oe oe 2,900 2,200 2,400 
Prantey.. eve ren. 3,000 2,300 2,600 
Netherarids’ 4 Sr. 2,900 2,300 2,600 
Switzeriand 24 22 OPT. 3,000 ae 2,900 
United Kingdom .... 3,000 2,800 2,900 
Group I 
Denmark ........... 3,200 2,900 3,100 
Pinlandw 1po0. GHIA 3,000 2,300 2,600 
Norway boo! ey inal: 3,100 2,500 2,600 
Swedent 901 Jo. ; 3,100 2,800 2,800 
Group III 
rece Rot ene cae: 2,450 2,100 2,200 
ataly eee oe ee eee 2,700 1,850 2,000 
Group IV 
SITE, PRP 3,000 1,600 1,800 
Group V 
Austriagheuyy o .Uevs 2,900 1,700 2,000 
Czechoslovakia ...... 2,700 2,000 2,500 
POL ies Wee a ee a re 2,600 2,100 2,100 
ARUMSUYATI ae hn enced ey ote 2,800 ~ 2,400 
YusUsia vid. ct ew <a oe 2,700 2,300 2,100 


Source: United Nations Relief and Rehabilitation Administration, Operational Analy- 
sis Paper No. 41, April 1947; Emergency Economic Committee for Europe, Statistical 
Bulletin, July 1946; working papers of the United Nations Technical Committee. on 
Relief Needs after the Termination of UNRRA. 

. . Not available. 

a March 1946 approximately. 


Table 72 


ANNUAL PER CAPITA CONSUMPTION OF BASIC FOODSTUFFS 
IN EUROPEAN COUNTRIES, 1946/47 


All grain products Fats Meat Sugar 

(flour-equivalent) _(all uses) find, offals) (raw) 

(Kilo- (% of (Kilo- (% of (Kilo- (% of (Kilo- (% of 

grammies) pre-war) grammes) pre-war) grammes) pre-war) grammes) pre-war) 

Belgium) 290/22. 125 101 19 70 32 78 31 100 
Branceios .caatlt -¢ 118 94 13 61 33 84 20 76 
Netherlands ..... 120 118 7s} 71 21 53} 24 82 
Switzerland ...... 115 103 15 66 32 67 40 100 
United Kingdom. .108 114 23 77 54 91 44 88 
Dénmiark VF G)97.4 112 124 24 66 52 82 34 59 
Finland | 41, his6 .53 136 100 10 60 20 60 19 67 
INOT WAY cavemen eur 120 100 25 79 26 15 29 84 
DS Wedenie mmr iiaere 105 108 19 68 42 100 40 81 
GIEGCE te eater 157 108 13 71 8 49 9 79 
Italy orcs oct 140 82 9 58 10 58 7 84 


Table 72 (continued) 


’ All grain products Fats Meat Sugar 


(flour-equivalent all uses incl. 
(Kilo- tae ed Kis (% of Kies me a (Kites to of 
: grammes) pre-war) grammes) pre-war) grammes) pre-war) grammes) pre-war) 

Austria .... » Satie 127 98 9 50 20 40 7 26 
Czechoslovakia ...150 115 11 62 21 82 30 122 
Germany: 

American and 

British zones. ...116 6 18 10 

French zone....127 97 7) 20 ip 35 8 62 

USSR zone..... 100 4 11 32 
Poland qecusaoer 120 80 5 54 9 47 13 105 
IUROSlAVIAS cint . 177 79 5 59 9 58 2 35 


Source: International Emergency Food Council, Reports of the Secretary-General to 
the fourth and fifth meetings of the Council, July and October 1947. 


During 1946/47 food consumption levels improved moderately in many 
western European countries, and in Czechoslovakia and Italy, as a result of 
the larger 1946 crop, but they were still far below pre-war levels. In several 
eastern and south-eastern European countries the food situation was only 
little improved, and, in the months immediately prior to the availability of the 
1947 crop, was considerably worse than in the previous year. 


In emphasizing post-war needs for food imports into Europe, the role of 
imports in European food consumption before the war has frequently tended 
to be overlooked. Grain imports into net importing European countries were 
about 22 million tons before the war but only somewhat over 17 million in 
1945/46 and 18 million in 1946/47. Before the war, eighty-five to ninety per 
cent of grain imports went to eight European countries—the United Kingdom 

_-~ (forty to forty-five per cent), Belgium, Germany, Netherlands, France, Switzer- 
land, Italy, and Austria. In 1945/46 reduced grain imports into these coun- 
tries accounted for only a slightly smaller percentage of total European grain 
imports than in the pre-war periods. The relative share of the United Kingdom 
during 1945/46 declined considerably, as compared with the pre-war share, 
and the shares of France and Italy increased substantially. In addition, Czecho- 
slovakia, Poland and Yugoslavia—the latter two exporters prior to the war— 
received imports amounting to about seven or eight per cent of total European 
grain imports. In 1946/47, the volume of grain imports into Europe was 
slightly higher but there was a decline in the percentage of total grain imports 
to several western European countries, Austria, Italy and Greece and to eastern 
and south-eastern Europe; most of the increased grain imports went to the 
United Kingdom and the western zones of Germany. 

About ninety per cent of imports of fats prior to the war went to eight Euro- 
pean countries—Germany (thirty per cent), United Kingdom (twenty-six per 
cent), France (sixteen per cent), Italy, Belgium, Czechoslovakia, Netherlands, 
and Sweden. In 1945/46, these same countries also received about ninety per 
cent of total fat imports into Europe, amounting to about two-fifths of the pre- 
war figures. During 1946/47, imports of fats into Europe were somewhat above 
two-thirds of pre-war imports, so that imports to most countries were sub- 
stantially increased above 1945/46 levels. 

Regarding meat imports, most countries of Europe before the war were 
self-sufficient or net exporters. Almost ninety per cent of meat imports went 


155 


to the United Kingdom. Germany, Italy, France, Belgium, Switzerland, and 
Austria accounted for practically all of the remainder. Total meat imports into 
Europe in 1945/46 exceeded 120 per cent of the pre-war imports. Most Euro- 
pean countries were net importers of meat during this period; former im- 
porting countries increased their imports of meat substantially and former self- 
sufficient and net exporting countries imported from ten to fifteen per cent 
of the increased total meat imports. In 1946/47 meat imports declined to about 
pre-war levels, as UNRRA imports tapered off and other countries reduced 
meat imports; the relatively high cost of meat in the face of limited foreign 
exchange resources was an important factor in this reduction. 


Prospects For 1948" 


In view of the decline of agricultural crops in 1947 in most countries of 
western Europe, domestic food supplies in 1948 in this part of Europe are 
expected to be lower than in 1947. The reduction in grains will mean smaller 
quantities available, both for human consumption and for fodder, with adverse 
consequences for supplies of fats, meats, and dairy products. The rehabilitation 
of livestock will likewise be retarded; in several countries, it was reported, in 
the latter part of 1947, that large-scale slaughtering of livestock was taking 
place owing to shortages of feed. There was a moderate improvement in the 
output of agricultural crops in 1947 in Poland and in several Danubian and 
Balkan countries; considerably larger crops are reported in 1947 in Yugoslavia 
and the USSR. While grain consumption levels in 1948 are expected to rise 
in these countries, consumption of meats and fats may continue to be limited, 
as reduced livestock populations are slowly restored. 

It appears that world shortages of foodstuffs and limited foreign exchange 
resources will make it difficult, if not impossible, to compensate for declines 
in domestic supplies. Consumption levels in 1948 from both indigenous and 
imported supplies in countries participating in the Committee of European 
Economic Co-operation (CEEC), have been estimated as follows (similar 
estimates are not available for other countries) : 


Pre-war 1946/47 1947/48 
(Kilogrammes per capita) 


Bread, Brains coke «ces 45 192 158 159 
Ratsiandaoilss, Pebs as 24.1 133 17 
MEAts imminent: sidgye = Ws 42.9 277 30 
POta imesh... rcist nests Soet 236 190 228 


Source: Report of the Committee of European Economic Co-operation. 


Countries participating in the CEEC have estimated their import require- 
ments for bread and coarse grains in 1947/48 at approximately 30 million tons. 
The CEEC decided to assume a total availability of imports for participating 
countries of 20 million tons, in view of discussions of the International Emer- 
gency Food Council and Special Cereals Conference. Import requirements for 
Czechoslovakia, Finland and Poland’ are stated at 2.3 million tons. It is esti- 
mated by the Food and Agriculture Organization of the United Nations that 


*For a more detailed analysis of European and world food 
é : prospects for 1948, 
the special report of the Food and Agriculture Organization in part III of this a 
chapter 1, “The World Food Situation”. 


* As adjusted by the International Emergency Food Council. 
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2.4 million tons may be exported from the USSR and south-eastern Europe in 
1947/48, in view of recent trade agreements involving grains. 

Fat imports in 1947/48 are estimated by countries participating in the CLEC 
at ten per cent higher than the total allocated in 1947. The need for fat 
imports into other European countries, which may have a slightly improved 
supply of indigenous fats, may be expected to persist in 1948 in view of the 
low levels of domestic production. In the view of the CEEC, the increased 
requirements of participating countries can be met from increases in available 
supplies in the Far East and in connexion with colonial development plans. 
According to the FAO, 1948 appears likely to be a more difficult year from the 
standpoint of supplies of fats and oils available for export. 

Considerably increased import requirements for meat are estimated by the 
CEEC for 1947/48 at approximately 2,100 thousand tons, compared with 1,600 
thousand to 1,700 thousand tons in 1946/47. Limited foreign exchange re- 
sources are a major factor which will affect the volume of imports of meat 
products into European countries, nearly all of which have substantial meat 
import requirements. 

While it is too early to forecast prospects for agricultural crops in Europe 
in 1948, since fall plantings have only recently been made, European countries 
as a whole are in a generally improved position with respect to supplies for 
agricultural production. Domestic production of fertilizers, tractors and farm 
equipment have been increasing in most countries, but serious shortages still 
persist. A substantial volume of UNRRA supplies was shipped in 1946/47 
and will be available for use during 1947/48. Countries participating in the 
CEEC have estimated their import requirements for fertilizers and tractors in 
1948 to be considerably above imports in 1947. The extent to which world sup- 
plies are sufficient to meet these requirements is discussed in the FAO report 
on “The World Food Situation”, included in part III of this report. 

On balance, it appears that favourable conditions exist for further recovery 
of agriculture in 1948 but that production will still fall considerably short of 
pre-war levels. In most European countries, recovery of agricultural produc- 
tion to pre-war volume probably cannot be expected before 1950. 


Post-war INFLATION AND INTERNAL FINANCIAL STABILITY’ 


The occupied countries of Europe, as a result of the systematic exploitation 
by Nazi Germany of their economic resources, emerged from the war with 
chaotic financial and monetary conditions, and with inflation, frequently of 
huge magnitude. During the war, the economies of these countries had been 
converted to war production at the expense of civilian consumption. Large 
amounts of raw materials, foodstuffs and capital equipment, as well as gold 
holdings, had been removed from these countries. The costs of occupation 
had been saddled upon them, forcing them to issue notes and incur large . 
budgetary deficits. New, and several different, currencies had been intro- 
duced in many of these countries; printing presses had been used to finance 
occupation costs and to pay for supplies removed from the country. 


1 The discussion in this section is limited to a description of post-war trends in prices, 
wages, cost of living and monetary circulation, with some indication of the underlying 
factors in various countries. For a detailed analysis of inflationary pressures, see United 
Nations Department of Economic Affairs, Survey of Current Inflationary and Deflation- 
ary Tendencies, September 1947. 
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As a consequence of the employment of such methods of economic exploi- 
tation, some or all of the following conditions obtained in greater or lesser 
degree at the end of the war in these countries: (a) The volume of money 
was many times pre-war levels, reflecting, among other things, pent-up liquid 
savings, huge budget debts created by the costs of enemy occupation, and 
frequently, several currencies in circulation in the same country; (b) There 
was a drastic shortage of goods, on the one hand, depleted stocks, and low 
levels of industrial and agricultural production, and on the other hand, a 
vastly increased demand for goods, resulting from pent-up liquid savings 
referred to above, and accumulated needs during the war; (c) A consequence 
of all these factors was an inflation of prices—sometimes of gigantic propor- 
tions, a general distrust of currency, hoarding of supplies, and the substitution 
of barter for the use of currency. 

The situation was most chaotic in the occupied countries of eastern and 
south-eastern Europe, where Germany deliberately pursued a policy of  in- 
flation to achieve its war aims. An inflationary situation of much smaller pro- 
portions was inherited by the occupied countries of western Europe, where 
rationing, and price and wage controls introduced by Germany during the war 
to facilitate removal of goods and foodstuffs, did much to contain inflationary 
price movements. 

Inflationary factors were at work to a far smaller degree in the non-occupied 
countries of Europe, where the substantial increases in prices, wages, govern- 
ment budget deficits and monetary circulation during the war were of man- 
ageable proportions. At the end of the war these countries were faced with 
serious shortages of goods, but the continuation of war-time rationing and 
price controls and relatively high production levels prevented any serious 
deterioration in the immediate post-liberation period. Deferred demands for 
goods and accumulated war-time savings in the face of limited supplies were, 
nevertheless, exerting strong inflationary pressures, which were kept in check by 
relatively effective rationing and price control measures. 


POST-WAR MONETARY REFORMS 


Almost immediately upon liberation, many occupied countries were faced 
with the necessity of monetary reform to re-establish a single national cur- 
rency and to reduce the volume of money in circulation. In several of these 
countries, increases in monetary circulation, which sometimes reached astro- 
nomical heights, tended to lag considerably behind increases in commodity 
prices. Frequently, wages became worthless unless computed either in terms 
of commodities or according to daily changing index numbers. Under’ the 
monetary reforms introduced in the early post-liberation period, notes and 
currencies issued by occupation authorities and puppet governments were de- 
clared void as legal tender. New currency was issued in exchange for old at 
rates which usually reflected more than the loss of value of the old currency. 
In several countries, particularly of eastern and south-eastern Europe, only a 
part of individual holdings of old currencies had been exchanged, the balance 
being frozen in bank accounts from which only limited withdrawals for speci- 
fied purposes were permitted. 

In Greece, one new drachma was exchanged for 50,000 million old drachmas. 
Yugoslavia replaced 250,000 million old dinars with 6,000 million new notes, or 
less than one-half of pre-war circulation; the maximum amount to be paid to 
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any holder was limited to 5,000 new dinars, the balance being blocked for three 
months and subject to a special levy. In Czechoslovakia, where no less than 
four currencies were circulating, exchange was limited to 500 new crowns and 
remaining balances were frozen, which resulted in a note circulation only three 
times as great as before the war. The monetary inflation in Hungary was of 
a most extreme character and increased to such an extent after the end of 
the war that, by July 1946, an inflationary peak in the volume of pengo cir- 
culation of 47 x 10" was reached. The situation was finally stabilized by 
drastic monetary reform in the summer of 1946 which established a new cur- 
rency and price relationship for various commodities: the price of wheat, for 
example, was fixed at 2.1 times the pre-war price of wheat. Drastic curtail- 
ment of monetary circulation was accompanied by the imposition of heavy 
taxes and the virtual balancing of the national budget. In general, these mone- 
tary reforms reduced cash accumulations and the volume of monetary circula- 
tion in relation to existing output and prices. 

In December 1947, the USSR, in conjunction with the discontinuance of 
rationing and the establishment of a uniform price system, issued a new ruble 
in place of the old. The rates at which rubles were exchanged varied for 
savings deposits, cash, bonds, and other ruble holdings; rates also varied accord- 
ing to the size of individual holdings, and the character of bonds. The steepest 
rate applied to cash, which was exchanged at the rate of one new ruble for ten 
old ones. Savings deposits, on the other hand, were exchanged, ruble for ruble, 
up to 3,000 rubles; for the remainder, up to 10,000 rubles, the rate was two 
new for three old rubles; and one new for two old rubles for deposits above 
this amount. No estimate has yet been announced of the expected reduction 
in the total volume of money that will result from the establishment of the new 
currency. Prices of essential commodities are stated to have been reduced be- 


tween ten and fifteen per cent. 
_—— 


INFLATIONARY PRICE MOVEMENTS SINCE THE END OF THE WAR 


All European countries have experienced heavy inflationary pressures of 
varying magnitude since the end of the war; these have been reflected in dif- 
ferent degrees in the upward movement of prices. Inflationary factors differ 
in each country, but certain similarities since the end of the war permit a broad 
classification of countries into the following groups: (1) countries in which 
there has been a marked degree of stability in price levels since the end of the 
war; (2) countries in which relatively less severe inflationary price move- 
ments have occurred since the end of the war and in which there has been a 
continued upward movement of prices of moderate character—frequently, 
however, only after the establishment of new price relationships through mone- 
tary reform; (3) countries in which extremely heavy inflationary pressures and 
considerable instability of prices have persisted (also characterized by a large 
gap between controlled and black or free market prices), and (4) countries 
with special problems arising from Allied occupation. 4 ; 

The trend of wholesale prices, cost of living, and money circulation, ex- 
pressed in index numbers, usually with 1937 equal to 100, is shown in the 
accompanying charts. Figen 

Group 1. In the United Kingdom, Switzerland and Scandinavian countries 
(other than Finland) price inflation during the war was of a limited character 
and prices since the end of the war have been remarkably stable. 
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The wholesale price index at the end of the war was somewhat above 150 
in the United Kingdom, was approximately 175 in Denmark, Norway and 
Sweden, and was almost 200 in Switzerland (1937 = 100). Since that time, 
and through the middle of 1947, little change has occurred in wholesale price 
levels in Norway, Sweden and Switzerland, and relatively moderate changes 
have occurred in Denmark and the United Kingdom; in the latter two coun- 
tries the wholesale price index rose by about twenty per cent. 


War-time inflationary price movements in these countries were limited pri- 
marily because of the effectiveness of rationing and price controls and the use 
of consumer subsidies. The relatively high production levels at which they 
emerged from the war and the continuation of war-time controls have enabled 
these countries, since the end of the war, to combat inflationary pressures 
_ effectively. These pressures result from the shortage of consumer goods, food 
and raw materials, imports of which are affected by the dollar shortage. 
Another factor is the high ratio of savings to consumption expenditures re- 
quired for investment because of neglected investment during the war years. 
The increase in wholesale prices in the United Kingdom appears to have been 
affected by the increase in prices of imports from the United States. This fol- 
lows because of the importance of such imports in total consumption in the 
United Kingdom. 


In view of the relative stability of prices in these countries since the end of 
the war, real wages have not been affected adversely. In the United Kingdom, 
real wages have increased as a result of government subsidies for essentiai 
consumer goods, which kept increases in the cost of living below nominal wage 
increases. The cost-of-living index in the United Kingdom’ has been, and 
still is, 132 of the pre-war basis, compared with the index of weekly 
wage rates of 166 in June 1947, and of 175 for wholesale prices. The cost-of- 
living indexes in other countries in this group have also remained below levels 
of wholesale prices, reflecting a marked degree of stability in the purchasing 
power of wages. This does not mean, however, that consumption has neces- 
sarily been increased or even maintained because wages cannot be spent owing 
to limited supplies made available through rationing. 


Bulgaria has also experienced a limited upward movement of prices 
since the end of the war. Wholesale prices at the end of the war were three 
to four times the pre-war level; they rose fifty per cent in 1945 and ten to 
fifteen per cent after that date. Bulgaria quickly resumed pre-war production 
levels after the end of the war. Information is not available on the types of 
rationing and price and wage controls which are in effect in that country. 


Group 2. A less favourable situation is found in the majority of European 
countries, in which post-war price levels have been characterized by a more or 
less continuous upward movement so that by mid-1947 price levels were 
roughly twice as high as in the early post-liberation period. In a number of 
these countries, as described earlier, an entirely new price structure had been 
established as a result of monetary reform soon after liberation; in Poland, for 
example, the new price level was eighty times the pre-war level. The up- 
ward movement of prices in these countries, nonetheless, appears to be of a 
moderate character when compared with countries which experienced hyper- 


* There is some question as to the comparability of this index before and after the 
war owing to the effect of rationing. 
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INDEXES OF WHOLESALE PRICES, COST OF LIVING, 
AND MONETARY CIRCULATION IN CERTAIN EUROPEAN COUNTRIES 
(1937 » 100) 
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inflationary price changes or which are still subject to extremely severe in- 
flationary pressures. 

Price developments in Belgium, Czechoslovakia and the Netherlands have 
been rather similar. The wholesale price level at the end of the war in Czecho- 
slovakia and the Netherlands was about 150 per cent of the pre-war level. Later 
price increases raised price levels in Czechoslovakia and Belgium to about 300 
per cent of pre-war and in the Netherlands to about 250 per cent of pre-war 
levels. While wholesale prices have been relatively stable in Czechoslovakia 
during the past year, they have continued to reflect an upward movement in 
Belgium and the Netherlands. 


Factors favouring the prevention of more substantial inflationary movements 
were the existence of war-time controls under enemy occupation and the 
emergence of these countries from the war with industry and agriculture in a 
relatively less devastated condition than in the countries of eastern and south- 
eastern Europe. Nevertheless, the substantial requirements of reconstruction 
caused large budget deficits in all of these countries. Such deficits have been 
reduced during 1946 and 1947, but still exert a considerable inflationary pres- 
sure on prices. The shortage of goods and the requirements for reconstruction 
investments, as a result of enemy occupation and war devastation, have been 
more severe in these countries than in those of the first group. 


Wages appear to have lagged somewhat behind prices in these countries. 
Inflationary pressures have been combated by rationing and price control 
systems and by subsidies for essential consumer goods. 


The situation is less favourable in Poland, which found it necessary to issue 
a new Zloty worth one-eightieth of the pre-war zloty. The cost-of-living index 
rose steadily from the end of the war; by mid-1947, it was about 150 times 
that of the pre-war index, but it declined somewhat during the summer 
of 1947. Real wages fell considerably below pre-war levels immediately after 
the end of the war, but increased by about thirty-five per cent between the 
beginning and the end of 1946. However, real national income and consump- 
tion per capita in 1946 were on the average only seventy-three per cent and 
sixty-seven per cent of the pre-war level within the old boundaries.’ Substantial 
government deficits have been financed chiefly through note issues. More 
recently, despite increasing industrial production, the upward movement of 
prices has been influenced by the cessation of UNRRA imports, which has 
been particularly serious because of the lag in the recovery of food production. 
The cost of living in Warsaw increased thirteen per cent between the end of ° 
1946 and May 1947. At the same time, money wages did not change sub- 
stantially. On the whole, the inflationary pressure on prices in Poland appears 
to be heavier than in the countries described above, although the situation 
seems to have improved during the summer of 1947. 


After a hyper-inflationary experience, Hungary appears to have achieved a 
considerable degree of stability in its price levels since the drastic monetary 
and budget reforms of July 1946. At that time the cost of living was adjusted 
to a level three and one-half times that of the pre-war levels. Limited upward 
movements of prices have taken place in the past year. More recently, how- 


*For detailed discussion, see Survey of Current Inflationary and Deflationary Ten- 


dencies, United Nations, Department of Economic Affairs (Lake Success, N. Y., Sep- 
tember 1947). eis y 
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ever, a strong upward movement in the cost of living has made its appearance; 
in August 1947, the cost-of-living index stood at 383, on a pre-war base of 100. 

Group 3. In several countries, even greater difficulties have been encountered 
in establishing a reasonable degree of stability in the price stracture. The situa- 
tion in these countries has been complicated by the existence of a large sector 
in the economy in which uncontrolled prices reached levels considerably above 
those of controlled prices. These countries have been coping with a mounting 
spiral of price and wage increases since the end of the war. 

Italy’s index of wholesale prices in mid-1946 was twenty-six times its pre-war 
level. The breakdown of the system of controls under the Fascist regime re- 
leased a tremendous inflationary pressure which was aggravated by substantial 
budgetary deficits, pent-up demand in terms of accumulated savings, and 
demand generated by Allied expenditures in Italy.’ As a result, after a decline 
during the first half of 1946, prices resumed an upward movement, reaching a 
high, by July 1947, of fifty-eight times the pre-war levels, or twice the level 
of June 1946. The pent-up demand in terms of liquid savings was absorbed 
before the end of 1945. However, the inadequacies of the food control system, 
which provided a strong incentive to farmers to withhold grains from delivery, 
could not effectively reduce the pressure of inflationary forces. In spite of the 
remarkable recovery of production, inflationary pressures have been increasing, 
primarily as a result of the large increase in the requirements for savings and 
a simultaneous decrease in the tendency to save, the latter being caused chiefly 
by the fact that real income remained far below the pre-war level. Post-war 
government deficits, which increased substantially in 1946 to 1947, contributed 
greatly to the situation, notwithstanding an increase in financing through in- 
ternal loans. In general, inflationary pressure generated by the budget deficit 
has been reduced by net imports under foreign aid programmes, and the pos- 
sibility of checking further inflationary movements seems largely dependent 
upon the volume of imports available, reform in the tax structure, and the 
effectiveness of tax collection. 

A rather similar situation has existed in France. The price level at the end 
of the war was only 3.7 times the pre-war level but has increased rapidly 
since then. At the end of 1946, it was 8.5 times the pre-war level and 
by the summer of 1947, about nine times the pre-war level. At the end 
of the war nominal wages were about 165 per cent of the pre-war level, having 
been maintained at a very low level during occupation. Wage increases have 
been made in the post-liberation period; the process started with wage increases 
of at least forty per cent during the last quarter of 1944. Industrial production 
has nearly reached pre-war levels. Military expenditures and the cost of recon- 
struction and equipment have placed extraordinary burdens on the national 
budget, which showed substantial deficits in 1945 and 1946. While the ordi- 
nary budget is now reported to be practically balanced, the large investment 
budget is financed through long-term loans. The situation has worsened con- 
siderably as a result of the poor harvest of 1947 and the exhaustion of dollar 
resources. Inflationary pressures have been increasing for reasons very similar 
to those described above in connexion with Italy. 

_ The serious inflationary situation in Greece has been met thus far by utiliza- 
tion of the country’s gold and foreign exchange reserves and extensive foreign 


*See Survey of Current Inflationary and Deflationary Tendenci 
discussion of the situation in 1946 in Italy and Hiei Miedo Rs 
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aid. The uncontrolled currency inflation facing the country upon liberation 
was met by the exchange of new currency which reduced the volume of money 
to about one-half of its pre-war level. By December 1945, however, an in- 
flationary situation was again evident. The cost-of-living index during 1946 
was maintained at a relatively stable level partly as a result of the importation 
of UNRRA supplies, but even more as a consequence of the policy of the un- 
restricted sale of gold reserves of the Bank of Greece. Prices have been in- 
creasing, however, and probably would have increased still faster except for 
the continuation of free imports under the American aid programme. Con- 
tinuing budgetary deficits, which are large in relation to national income and 
have been financed through note issues, appear to be responsible in large part 
for the upward movement of prices. For the most part, goods are distributed 
through the free market in the absence of a rationing system. It is still too 
early to judge the possible effects of recently. adopted taxation measures for 
reducing the budget deficit. 

In general, the price situation in these countries has shown a tendency to 
deteriorate in spite of the measures taken thus far and there is a considerable 
degree of instability particularly in price-wage relationships, 

Group 4. Special situations exist in Roumania, Austria and Germany. 

In Roumania, where at the end of the war the cost-of-living index was 
thirty-eight times its pre-war level, a run-away inflationary movement occurred 
after the extremely poor harvest in 1946. In March 1947, the cost-of-living 
index was 1,600 times that of the pre-war period. 

It is difficult to ascertain the extent of price inflation in Austria, because 
prices in a large sector of the economy not subjected to price control are not 
reflected in available indexes. Although the prices of controlled goods show a 
relatively moderate upward movement, the cost-of-living index increased dur- 
ing 1946 to about thirty-three per cent above 1945. Prices on the black market 
in August 1945, however, were more than 100 times the controlled prices in 
many instances. By January 1947 black market prices had fallen substantially 
below the level in August 1945, but recently resumed their upward course. 
Important factors in the inflationary situation in Austria are the level of 
industrial production, which was estimated in the first quarter of 1947 at 
only forty to fifty per cent of the pre-war level, and large budgetary deficits 
which have been increased by occupation costs. Further deterioration has been 
prevented by large-scale imports, particularly of food, from UNRRA and from 
external aid since the termination of UNRRA. 

In western Germany, the price mechanism has not been functioning since 
the end of the war, and a strict rationing system permits the distribution of 
the most. essential commodities. Supplementing of rations in the black market 
is based on barter rather than the use of money. The wage structure is con- 
trolled and the purchasing power of wages is dependent on the legal distribu- 
tion system. 


PRICE-WAGE RELATIONSHIPS SINCE THE WAR 


As previously indicated, there has been a general tendency for nominal 
wages to lag behind increasing prices with the result that real wages in most 
countries have declined. European countries have generally tried to correct 
the decline in the purchasing power of wages by raising nominal wages, 
by holding back increases in prices through rationing and price control, and 
by reducing prices through the use of subsidies. 
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_ The upward adjustment of nominal wages was seldom ‘successful of itself, 
in increasing for long the purchasing power of wages in relation to prices. In 
most countries, wage increases had to be authorized by the Government and 
wage increases were not considered the most desirable way of correcting wage- 
price inequities, because they tended to upset government budgets, costs of 
production and existing national plans and might induce an inflationary spiral 
of prices and wages in the absence of effective rationing, and price and wage 
controls. On the other hand, when prices could not be controlled because of 
ineffective rationing schemes, demands for increased wages from wage-earners 
and salaried workers usually followed. 
_ Rationing and price control systems have been the most important factor 
in preventing declines in real wages in European countries. The successful 
application of rationing and price control in the United Kingdom limited in- 
flationary price movements and maintained the purchasing power of/ wages 
despite the scarcity of essential goods. Rationing and price control systems, 
however, were of limited effectiveness in many countries, particularly in the 
face of acute shortages of goods and other powerful inflationary factors; even 
in these circumstances, however, such controls reduced inflationary pressures 
and tended to affect favourably the economic situation of lower income groups. 
To maintain the purchasing power of wages, most European countries also 
pursued a policy of consumer subsidies, particularly for food and coal. The 
payment of such subsidies represented a significant burden on the national 
budget. During 1947, several countries, because of the urgency of balancing 
their budgets, abolished such subsidies and other countries reduced them con- 
siderably. The deflationary influence of the reduction in government expendi- 
tures thus achieved, however, was offset by resulting price increases. 


Prospects For 1948 


The inflationary pressure inherited from the war decreased somewhat in 
1946 as a result of rapid recovery in industrial and agricultural production in 
most countries. This recovery was reflected in increased national income, sub- 
stantial decreases in government deficits in most countries, and large import 
surpluses made possible by UNRRA assistance, credits, and expenditure of 
available foreign exchange and gold reserves. 

During 1947 inflationary pressures were eased by the reduction of budget 
deficits in many countries and the balancing of budgets in several others. None 
the less, budgetary deficits continued to be one of the main causes of infla- 
tionary pressure during 1947 in several countries. The situation was helped in 
most countries by the continuation of large import surpluses, which, however, 
necessitated more rapid expenditure of credits, and foreign exchange, and of 
gold reserves than had been anticipated. In countries which formerly received 
UNRRA assistance, imports dropped sharply but were replaced in several by 
post-UNRRA relief assistance and credits. In eastern European countries, the 
cessation of UNRRA imports was one of the most important inflationary 
factors in 1947. 

Toward the end of 1947 a new situation began to emerge, the effects of 
which will not be felt fully until 1948. The exhaustion of dollar credits, relief 
assistance and the deterioration of gold and foreign exchange reserves of 
western European countries, may result in drastically reduced net import sur- 
pluses in 1948 in the absence of additional credits and relief assistance and 
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may thereby add to existing inflationary pressures. The cessation of hoe: 
imports and the absence of credits in eastern European countries will also 
continue to exert a similar pressure. In addition, several countries may ex- 
perience difficulties in further reducing existing budget deficits in the absence 
of more drastic monetary, tax and budget reform measures than have hitherto 
been undertaken. Oad. : 

In some countries in the latter part of 1947 the result of growing inflationary 
pressure was a demand for increased wages, as wages lagged behind prices; 
upward adjustments of wages were made in some of these countries late in 
1947. 

To ease the inflationary pressure generated by large requirements for re- 
construction investments, some European countries have been considering a 
reduction in the present rate of investment and, therefore, of reconstruction. 

Continued expansion of industrial and agricultural production in 1948 would 
do much to check a further upward movement of prices. As indicated in other 
sections of this report, however, the prospects for substantially increased pro- 
duction in 1948 are closely associated, in many countries of Europe, with the 
availability of increased imports and of dollar credits. 


INTERNATIONAL TRADE AND THE BALANCE OF PAYMENTS 


The impoverishment and dislocation of the economy of Europe resulting 
from the war has drastically reduced the ability of European countries to 
finance from exports and other means of payment the huge increases in their 
import requirements for reconstruction. Since the war a serious disequilibrium 
in the balance of international payments has existed, the current effects of 
which are reflected in the present “dollar crisis” and the longer term effects of 
which may be felt for many years. 

The devastation of agriculture created abnormal demands for imports of 
food and agricultural supplies from outside of Europe. This even required 
food imports into European countries which normally had food surpluses for 
export to other European countries. Limited foreign exchange resources, ex- 
ternal credits and relief assistance had to be devoted in large part to imports 
of the basic necessities of life for immediate consumption, thereby reducing 
imports of materials and equipment for reconstruction. 

The devastation of industry and transport likewise resulted in abnormal 
import requirements of materials and equipment for industrial production and 
the reconstruction of transport facilities. At the same time, the necessity for 
maximum utilization of indigenous resources for domestic rehabilitation has 
restricted the volume of goods available for export. The destruction and dis- 
location of transport, and the needs of internal transport, made even limited 
movement of goods in external trade most difficult in the early post-liberation 
period. 

Resources, other than merchandise exports, for financing imports were 
similarly reduced by the war: a substantial proportion of foreign assets was 
greatly reduced and their liquidity impaired, so that income from oversea 
investments shrank to a small proportion of the pre-war amount; the loss of 
commercial fleets drastically reduced income from shipping services; and in- 
come from the tourist trade became a negligible factor. 

The pre-war pattern of trade was distorted by enemy occupation and virtual 
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cessation of trading by occupied countries with the rest of the world, the com- 
position and direction of trade being dictated during the war by the enemy. 
During the war pre-war markets for European goods were lost. The disap- 
pearance of Germany as a source of supply and as a market after the war 
created new problems in post-war trade adjustments. European countries had 
to start anew to rebuild their trade. 

The re-establishment of trade was handicapped by lack of free convertibility 
of most currencies, and by varying degrees of inflation in European countries; 
in several countries, instability of the national currency led to private hoarding, 
with the result that privately-owned foreign exchange has not been fully avail- 
able to meet its share in financing the deficit in the balance of international 
payments. 

European countries were faced with the necessity for controlling exchange 
movements and the flow of external trade in order to utilize effectively their 
limited export surpluses for importation of goods most urgently needed. War- 
time controls of external transactions were retained and in some instances 
tightened. Intra-European trade could develop only on a basis of strict bi- 
lateralism, since there was little scope for multilateral settlement. 

With general shortages of supplies in Europe, imports from other continents, 
particularly from the United States, became increasingly important. 

This, in brief, was the situation which confronted almost all European coun- 
tries in varying degrees at the end of the war. The following sections describe 
the extent to which European countries have, since the end of the war, suc- 
ceeded in restoring their foreign trade and in meeting the problem of dis- 
equilibrium in their balance of international payments. 


RECOVERY OF INTERNATIONAL TRADE SINCE THE WAR 


Many European countries have succeeded in restoring foreign trade to levels 
approaching, and, in several cases, exceeding pre-war levels. On the other 
hand, the recovery of trade has lagged in a number of countries. Recovery of 
trade has not been accompanied by the re-establishment of a reasonable equi- 
librium in the balance of international payments. The resumption of exports on 
a significant scale has been made possible by the recovery of industrial pro- 
duction described earlier. The latter, however, has in turn depended thus far, 
and will continue to depend for some time in significant part, upon increasing 
availabilities of imported supplies from within and, more particularly, from 
outside of Europe, a fact whose effect on the balance of payments position of 
European countries constitutes a critical problem facing these countries in 
1948. 

The recovery of foreign trade in Europe since the end of the war is shown 
in tables 73 and 74. Table 73 contains data on the volume of imports and 
exports for countries for which quantum indexes are available. Table 74 shows 
the value of imports and exports, in terms of local currency, for other coun- 
tries for which volume indexes are lacking. The changes in value are not very 
illuminating, however, because of the changes in prices over the period con- 
sidered. Consequently, in the following analysis, rough estimates of the volume 
(quantum) of imports and exports have been used. These estimates, derived 
by applying price indexes to the value figures, may tend, however, to overstate 
the volume of exports because of the crude method employed. 
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Imports since the war 


In the early post-liberation period, imports were restricted by the disruption 
of European inland transport, the total or partial inaccessibility of ports, and 
the continuation of war-time shortages of goods in exporting countries and 
of shipping space. The volume of goods imported into European countries, 
with but few exceptions, failed to reach half of the pre-war level’ in the last 
half of 1945; in many countries, imports were below one-fourth of that level : 
in others, practically nil. 

By the end of 1945, the volume of imports was about one-half of pre-war 
volume in Belgium,’ Netherlands, the United Kingdom, and Scandinavian 
countries (other than Finland); and somewhat above and somewhat below 
the pre-war level in France and in Switzerland, respectively. Imports into 
Austria and Italy were provided chiefly from military sources in order to pre- 
vent disease and unrest, while commercial imports were a fraction of pre-war 
imports—in the case of Austria, probably below ten per cent. Imports into 
Bulgaria and Hungary, also under Allied occupation, were at low levels. 
UNRRA imports into Czechoslovakia and Poland by the end of the year had 
not reached sizable proportions; however, they accounted for most of the 
imports of Poland, whose commercial imports were less than ten per cent of 
pre-war imports by that date; commercial imports into Czechoslovakia were 
less than twenty per cent of the pre-war level at the end of 1945. On the other 
hand, UNRRA imports into Greece and Yugoslavia, where commercial imports 
were practically non-existent, were on a considerable scale by that time and 
were supplemented, particularly in the case of Greece, by large relief imports 
from military sources. Total UNRRA imports into Greece at the end of 1945 
were already at a rate considerably in excess of total pre-war imports of Greece. 

During 1946, the volume of imports expanded rapidly, as larger amounts of 
supplies and shipping space, together with credits and relief assistance, became 
available. Import volume approached or exceeded pre-war volume in western 
European and Scandinavian countries, except in the United Kingdom, where 
it was about two-thirds and in Finland, one-third, of pre-war volume. The 
bulk of UNRRA supplies were imported during 1946 and represented one- 
half or more of total imports into Austria, Czechoslovakia, Greece, Italy, 
Poland, and Yugoslavia; commercial imports into several of these countries 
expanded considerably in 1946 but were still one-third of pre-war in Poland 
and not much above this level in Czechoslovakia and Italy. 

During the first half of 1947, imports continued to rise steadily in most 
countries, as exports increased and credits were expended at a more rapid 
rate. By the middle of the year, imports had reached 120 to 150 per cent of 
pre-war levels in France, Netherlands, Norway, Sweden and Switzerland, and 
were approximately at pre-war levels in Belgium, Czechoslovakia and Denmark. 
Imports into the United Kingdom were kept at three-fourths of their pre-war 
volume under the programme of that country for limiting imports. Polish 
commercial imports increased to about forty per cent of the pre-war level in 
the first half of 1947, but the tapering off of UNRRA assistance caused total 
imports in this period to drop about a third below 1946. Italian imports in 
the first half of 1947 were more than double the previous year, owing chiefly to 
large unshipped balances of UNRRA supplies and unutilized credits available 


1In this section, “pre-war” refers to the 1937 level, unless otherwise indicated. 
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during this period and, to a lesser extent, to increased commercial trade. 
Austrian commercial imports also increased rapidly but by June 1947 were 


about fifty per cent of pre-war imports, as was also the case in Finland 
and Hungary. 


Exports since the war ; 


A number of European countries—particularly neutral countries which 
emerged from the war with high production levels and accumulated surpluses 
available for export, and non-occupied countries with relatively unimpaired 
productive facilities—increased exports rapidly to volumes which, by the middle 
of 1947, compared favourably with pre-war volume. The volume of exports 
of occupied countries fell far short of the pre-war position by the summer of 
1947 despite the substantial recovery of exports from the extremely low levels 
prevailing at the end of the war. 

At the end of the war, exports of most European countries were virtually 
non-existent. Only in the United Kingdom, Switzerland and Sweden were ex- 
ports substantial although far below pre-war levels. During the last half of 
1945, the development of export trade was extremely limited. By the end of 
the year, the volume of exports was below twenty per cent of pre-war volume 
in all European countries, other than those mentioned above, and in Scan- 
dinavian countries (other than Finland), where they were somewhat above 
this level; in several countries, exports were below ten per cent of pre-war 
exports. 

The recovery of export trade during 1946, however, was rapid. Exports for 
1946 were as high in Switzerland as pre-war exports, and about ninety per 
cent of pre-war levels in the United Kingdom and Sweden. Danish and Nor- 
wegian exports were somewhat above one-half of the pre-war level. The 
majority of European countries exported about thirty-five to fifty per cent of 
their pre-war volume; Polish exports were somewhat below this level. On the 
other hand, Austria, Hungary and the Netherlands lagged considerably, the 
exports of the first two of these countries being less than fifteen per cent, and 
the last about one-fourth of pre-war levels. ; 

The monthly volume of exports rose rapidly during 1946 so that, at the end 
of the year, it was far above that of the early part of 1946. By the end of 1946, 
exports of the United Kingdom, Switzerland and Sweden were approximately 
equal to pre-war levels; and exports of Belgium, France, Czechoslovakia, Den- 
mark and Norway were between two-thirds and three-fourths of pre-war levels. 
The volume of Italian exports was somewhat below the level of the latter 
countries, and that of the Netherlands not far from one-half of the pre-war 
position; Bulgarian, Finnish, Hungarian, and Polish exports were considerably 
below this level, and Austria continued to lag with exports of less than twenty 
per cent of pre-war volume. 

Further recovery of exports during the first half of 1947 was rather uneven. 
Substantial gains were registered by many countries, but there was a tendency 
towards a declining rate of increase in most countries and towards considerable 
fluctuation from month to month. United Kingdom exports dropped in the 
first half of 1947 to ninety per cent of pre-war exports as compared with ninety- 
eight per cent in the last quarter of 1946—mainly because of the fuel crisis. 
Swiss exports climbed to 126 per cent of pre-war levels, and Swedish exports, 
after declining ‘somewhat early in 1947, exceeded pre-war volume substantially ; 
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only somewhat below pre-war position, were Belgium, Norway and France. 
Danish exports were about three-fourths of the pre-war amount by the middle 
of the year, showing relatively little change. Exports of Czechoslovakia ap- 
peared to be above two-thirds of pre-war by the middle of 1947. The volume 
of exports from the Netherlands had increased by the middle of 1947, to some- 
what over half of the pre-war volume. Polish and Finnish exports, which were 
increasing, were about forty per cent of pre-war rates by that date in the former 
country, and over fifty per cent in the latter. A spurt in Austrian exports during 
the first half of 1947 brought exports of that country to. about one-third. of 
pre-war exports by the middle of the year, followed by a decline in the summer 
months. No marked changes occurred in the volume of exports of Bulgaria and 
Hungary. 


Post-war trends in the composition and direction of trade 


Of the total pre-war imports of the highly industrialized countries of Europe, 
foodstuffs represented over a fourth, raw materials and semi-manufactured 
articles nearly a half, and manufactured articles less than a fourth.’ Their 
exports-of foodstuffs were only ten per cent of the total; of raw materials and 
semi-manufactured goods only one-fourth; but of manufactured goods, two- 
thirds. Thus, the industrialized countries of Europe were primarily importers 
of foodstuffs and raw materials and exporters of manufactured goods. In 1935, 
these countries (excluding the United Kingdom) obtained fifty-eight per 
cent of their imports from Europe and disposed of sixty-nine per cent of their 
exports within Europe. The industrialized countries traded chiefly with each 
other and to a considerably lesser extent with the agricultural countries of 
Europe. Industrialized countries exchanged manufactured goods, and also coal, 
iron ore, potash, and some foodstuffs. They exported manufactured goods to 
agricultural countries of Europe and imported primary products from them. 

Of the imports of the agricultural countries of Europe in 1937, foodstuffs 
represented fourteen per cent, raw materials thirty-seven per cent and manu- 
factured goods forty-nine per cent. These countries were, on the other hand, 
large exporters of foodstuffs and raw materials, which accounted for forty-five 
and thirty-nine per cent, respectively, of their exports; finished goods repre- 
sented only sixteen per cent. The trade of agricultural countries was largely 
intra~-European and they were dependent on the industrialized countries of 
Europe for imports of needed manufactured goods. 

Composition of trade. In view of the complementary character of the trade 
of European countries, the post-war shortages of foodstuffs and raw materials, 
including fuel were bound to have important effects on the composition and di- 
rection of trade. Some of the more important changes in the composition of 
post-war trade are indicated below. 

The shortage of basic foodstuffs meant that insignificant amounts of food 
were available to industrialized countries from the normally food-surplus ex- 
porting countries of eastern Europe. These latter countries were themselves 
forced to import food from outside of Europe. About forty per cent of UNRRA 
imports into Poland, and only a somewhat smaller proportion of UNRRA 
imports into Yugoslavia, consisted of foodstuffs. UNRRA food imports into 
other countries, which were normally importers of food—such as. Austria, 
Greece and Italy—represented an even more significant share of total imports; 


*See: League of Nations, Europe’s Trade, 1941, page 12. 
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food imports represented more than three-fourths of total imports for Austria, 
almost sixty per cent for Greece and only somewhat less for Italy. Faced with 
limited foreigni exchange resources, most European countries were forced to 
import foodstuffs in relatively large amounts. They represent higher than pre- 
war percentages of total imports. 

_ The shortage of coal in the United Kingdom and Germany virtually elim- 
inated coal exports from the former, and drastically reduced exports from the 
latter country. Polish exports of Silesian coal made up for only part of this 
loss. As a consequence, imports of coal from outside Europe reached significant 
proportions of total imports. UNRRA imports of coal into Italy and to a lesser 
extent into Greece represented an important part of total UNRRA imports into 
these countries. Western European countries were forced to expend dollar re- 
sources for high cost imports of coal from the United States. Urgent needs for 
transport equipment required the importation of locomotives, freight cars and 
vans and lorries from outside of Europe. In countries assisted by UNRRA in 
which transport was heavily devastated, the largest part of UNRRA industrial 
rehabilitation imports was equipment for road and, to a lesser extent, for rail 
transport. French imports of transport equipment were a significant part of 
total imports into that country. 

The net effect of these and other post-war conditions in many industrialized 
countries has been to increase the proportion of foodstuffs and manufactured 
goods in total post-war imports, and to decrease the proportion of raw ma- 
terials. The post-war composition of exports of these countries likewise reflects 
a lesser proportion than before the war of raw materials and semi-manufactured 
goods and a higher percentage of manufactured goods. 

In eastern European countries, certain changes in the composition of trade, 
particularly of exports, have resulted from war-time development of industry. 
A notable example is the export of crude petroleum and products from Hun- 
gary. Such exports were practically non-existent before the war but in 1946 
accounted for almost one-half of Hungarian exports. Boundary changes of 
Poland involving the acquisition of German coal mines in Silesia have made 
coal the dominant factor in Polish exports. In Finland, metal and mineral 
products are playing a far more significant role in exports, particularly in 
reparation deliveries. 

In general, the composition of intra-European trade was of a limited char- 
acter in the early post-war liberation period but has since shown a tendency 
towards diversification, as production of additional goods has been resumed 
or expanded. With limited supplies of most kinds of goods and large domestic 
demands for them, European countries have tended to export first limited 
categories of goods of which there were surpluses, and then such other goods 
as could be exchanged directly for goods of higher priority for domestic needs 
or for hard currency. The continuing critical shortages in the supplies of 
foodstuffs, raw materials and equipment in Europe affect greatly the com- 
position of trade. 1 

Form and direction of trade. The pattern of European trade differs greatly 
from that before the war and has been subject to constant change. In review- 
ing these changes, it is necessary to distinguish between intra-European trade 
on the one hand, which is almost entirely based on bilateral transactions be- 
tween the two countries involved, and excludes triangular or multilateral settle- 
ment, and European trade with the rest of the world, which has depended in 
large part upon external assistance. 
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The direction of intra-European trade has been largely determined by the 
following factors: (1) the existence of import and export controls which en- 
courage the export of goods of lesser priority for domestic needs and permit, 
for the most part, the import only of goods of higher priority; (2) the need 
for obtaining hard currency for exports in order to finance imports of in- 
creasing quantities of many non-European products; (3) the virtual disap- 
pearance of Germany in intra-European trade; and (4) the loss by many 
European countries of pre-war markets outside of Europe. 

Two countries of Europe—Sweden and Switzerland—emerged at the end of 
the war with substantial export surpluses and deferred import needs, and in 
addition, with convertible currencies. Continental European countries, devas- 
tated by the war, looked to these countries as an important market for their 
exports, which could in return provide needed imports and hard currency. As 
a consequence, significantly higher proportions than before the war of exports 
from western European countries, and, particularly from eastern European 
countries, were directed to these countries. The percentage of total exports 
from Belgium, France, Netherlands, and Denmark to Sweden and Switzerland 
in 1946 was twice that of pre-war; of Poland, Czechoslovakia and Hungary, 
three to four times. The proportion of total exports of Sweden and Switzerland 
to these same countries generally increased, but to a lesser extent. 

The disappearance of Germany as a source of supplies and market for ex- 
ports since the war has had far-reaching effects on the intra-European trade. 
Before the war, Germany was one of the chief trading partners of the western 
European and of Scandinavian countries. Germany obtained over one-third of 
its imports from and disposed of about one-half of its exports in trade to these 
countries. Although Germany’s trade with Balkan and Danubian countries was 
only one-sixth of its total trade in 1938, it represented a third of the trade of the 
agricultural countries in eastern and south-eastern Europe. Since the end of 
the war, German trade with European countries has been of negligible propor- 
tions, as shown in the following table. 

Table 75 
PERCENTAGE SHARE OF GERMANY IN THE EXPORTS OF SELECTED EUROPEAN 
COUNTRIES, 1938 anv 1946 


Country 1938 1946 
(Per cent) 

Belgium-Luxembourg ............. 12.2 0.5 
Bulgaria teas lscekubhscte actos 58.9 0.2 
Czethosldvakiahs Sturt diark Meacilies 14.23 8.1 
Denmark: - Gebrek cocanel.endecraee as 19.7 $.2> 
Franceisis Seis saat eoettowenthts 6.0 225 
Hungaryn tush. zeiatel ts ahocen.2ek yl 2037 — 
Italy ch saeco. desiinn aeniseicars 18.9 hel 
Netherlands: xavce@ caf cies of 14.9 6.7 
Poland: se. Gk. ReGen «ee 24.1 5.8 
Sweden? sasjoaH. de meted Cia 18.1 0.9 
Switzerland te.oeer scale teed aaa 154 0.3 
Uniited: K ingdamac!. diiaminsteaioan wera 5.0 25 


Source: 1938 data from League of Nations, International Trade Statistics, 1938; 1946 
data from various national publications. : 

— Less than half the final digit shown. 

& January—September. 

b January-June 1947. 


176 


7 


Western European and Scandinavian countries have, in general, increased 
the proportion of their total trade with one another as compared with pre-war 
proportions. Belgium-Luxembourg, France, and the Netherlands carried on con- 
siderably higher percentages of their total trade with one another, with Swit- 
zerland and with Scandinavian countries. The latter countries likewise in- 
creased the proportion of their trade among themselves and with Belgium, 
France, Netherlands and Switzerland; Denmark, which had to compensate 
for the drop in its exports to the United Kingdom as well as to Germany, also 
increased the percentage of its total exports to Poland, as compared with the 
pre-war position. In the case of Belgium and Switzerland, the proportion of 
total exports directed to the United States increased considerably. Several of 
these countries had also to compensate for losses of markets outside of Europe. 

Eastern and south-eastern European countries, as well as Austria and Italy, 
have been particularly affected by the disappearance of the German market, 
because of the special importance of Germany in their pre-war trade. The post- 
war trade of these countries has been subject to constant change. 

The share of the USSR in the trade of most of the countries of eastern and 
south-eastern Europe before the war was less than one per cent. Since the 
war, there has been a substantial increase in trade between these countries 
and the USSR. Immediately after liberation, when these countries were still 
cut off from western Europe, the share of the USSR was very substantial. 
There has been a progressive decline, however, during the post-liberation 
period in the share of the USSR, as the volume of trade of these countries ex- 
panded and as trade channels with the rest of Europe were restored. Thus 
exports of Czechoslovakia to the USSR in 1945 and 1946 were about thirteen 
per cent of its total, but declined in the first half of 1947 to five per cent; 
similarly, imports from the USSR, which, in 1945, represented one-third of 
the total, declined to about ten per cent in 1946 and to less than five per cent 

in the first half of 1947. Polish trade with the USSR, which during 1945 was 
ninety per cent of the total, excluding UNRRA imports, dropped in 1946 to 
less than one-half for exports, and less than three-fourths for imports, and 
further declined in the first five months of 1947 to less than one-third for 
exports and less than one-half for imports. About one-third of Hungary’s ex- 
ports in 1946 was directed to the USSR, but only thirteen per cent in the 
first half of 1947. Twenty per cent of the trade of Finland in 1946 was with 
the USSR, as compared with three per cent in the pre-war period. 

In the summer of 1947, however, a series of new trade agreements was con- 
cluded between the USSR and eastern European countries. The dollar value 

__ of the trade covered by these agreements (imports plus exports) has been esti- 

~ mated as follows: with Czechoslovakia, an average of $110 million annually 
for five years’; with Hungary, $35 million annually’; with Roumania, $50 mil- 
lion; with Bulgaria, $43 million annually for 1947 and 1948°; and with Yugo- 
slavia, an agreement of unreported amount. 

A parallel development has been the expansion of trading relations among 
eastern and south-eastern European countries, which prior to the war were of 
very limited proportions. The importance of Czechoslovakia’s engineering in- 


1 Statement of Evzen Loebl, of the Ministry of Foreign Trade, The New York Times, 
5 December 1947. . 

2 The New Statesman and Nation, 8 November 1947. 

? Statement of Vice-Premier Kostov, reported in The New York Times, 14 July 1947. 
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dustry, particularly for meeting the needs of these countries for steel, ma- 
chinery, electrical and other engineering products, is reflected in the series of 
five-year agreements recently negotiated by that country with other countries 
in eastern Europe. The dollar value of the trade regulated by these agreements 
is estimated as follows: Poland, $60 million to $65 million. annually; Yugo- 
slavia, $30 million annually; Bulgaria, $14 million annually.’ Approximately 
seventeen per cent of Czechoslovak trade is estimated to be guaranteed by 
these agreements.” Finally, a four-year agreement for trade, valued at $125 
million, has been concluded between Hungary and Yugoslavia.” 

The decline in the proportion of trade of western European countries with 
other continents reflects the loss by several of these countries of pre-war markets 
in Asia and Latin America. Thus, the share of Asia in the trade of the United 
Kingdom and the Netherlands is smaller than before the war. Likewise, Latin 
American countries occupy less than pre-war percentages in the trade of the 
United Kingdom and France. On the other hand, Asia and Latin America 
during the early part of 1947 absorbed a considerably higher proportion of the 
reduced Italian exports than before the war. 

The most important development in the trade of European countries, par- 
ticularly of western Europe, with other countries, has been the high level and 
the increasing share of United States goods in the imports of these countries. 


Table 76 
EuROPE’S TRADE WITH THE UNITED SratTEs, 1938 anp 1946* 
1 Imports Exports 
1938 1946 1938 1946 
Percentage of total trade of specified 
Country countries with United States 
PAUISUEIA Wee cet sec nee aes 8 load 2 7 
Belgium-Luxembourg ... 11 18 7 tS 
BiUlAtla ran oo es ws was «os 3 4 3 5 
Czechoslovakia :....... 14 6 14 7 
Denmark seo). ot sen oa 8 -) 1 3° 
Finland ons eco cds Wet s 9 20 9 7 
igh Pe 42 Dae peng, aa ea Ae 11 31 6 6 
GPebee fe nn cc hansen << 7 23 17 ao 
ON eary ony a5 os ac ote, « 5 19 2 2 
al Vian tee he, eecn tc sca c 12 a” 8 184 
Netherlands -..« sa’. <t.s 11 25 3 2 
INOUWAY vagrants «toca aes 11 22 8 be 
OLANC. crateeccds tele 12 1 5 a 
Sweden nt co. Statins 16 24 9 ‘4 
Switzerland oo... css. cs 8 16 7 17 
United Kingdom ....... 15 17 5 4 


Source: 1938 data from League of Nations, International Trade Statistics, 1938; 1946 
data from various national publications. , 


— Nil or less than half the final digit shown. 


* Excludes imports under free relief assistance. ¢ January—June 1947. 
> Estimated free relief assistance excluded. @ January—March 1947. 


*The New Statesman and Nation, 8 November 1947. 


2 Ca . 
; saa yee og Loebl, of the Ministry of Foreign Trade, The New York Times, 


* Christian Science Monitor, 15 August 1947. 
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The following data on the trade of European countries with the United States 
reflect the importance of the United States as a source of needed imports and 
its lesser importance in their export trade. The resulting import surpluses have 
had to be financed from foreign exchange, gold reserves, and dollar credits. 

In addition to imports from the United States through normal trading 

' transactions, from ‘sixty-five to seventy-five per cent of UNRRA imports of 
$3,600 million has also come from the United States. During the latter half 
of 1947, a substantial part of the United States post-UNRRA relief programme 
of $332 million represented goods imported from the United States into Austria, 
Greece and Italy, while United States goods also went to Turkey and Greece 
as a result of the $400 million United States aid programme to these countries. 

During the third quarter of 1947, the dollar value of imports from the 
United States by countries participating in the Committee of European Eco- 
nomic Co-operation was more than 300 per cent above the 1936 to 1938 
level; less than one-half of this increase is estimated to have resulted from 
higher prices. At the same time, exports from these countries to the United 
States rose about one-third in value above the pre-war level while the volume 
of exports was at least one-third less than before the war.’ The present distribu- 
tion of intra-European trade appears still to be of a transitional character and 
it is difficult to foresee the pattern which may finally emerge. The post-war 
expansion of intra-European trade has been achieved through an increasing 
series of bilateral agreements between various European countries, excluding 
with but few exceptions, provision for triangular or multilateral settlement. 
While trading arrangements of this type are not new to Europe, a large part 
of intra-European trade having been carried on under such agreements prior 
to the war, the role of bilateral trade agreements in Europe has greatly in- 
creased. Under conditions where essential domestic supplies have had to be 

_--protected against possible export or where their export is permitted only in 
return for urgently needed imports, and where currencies are not convertible, 
bilateralism has rendered it possible for European countries to resume trading 
relations immediately. 

The bilateral agreements concluded since the end of the war have been 
monetary (or payment) and trade agreements or combinations of both. Pay- 
ment agreements generally provided for the canalization of payments through 
the central banks of the countries concerned, which accorded one another 
reciprocal overdraft facilities, usually up to a limit fixed in advance. Although 
the credit arrangements were usually explicitly reciprocal, there has been a 
natural tendency of the countries economically exhausted by the war to become 

~ debtors, while countries such as Sweden and Switzerland supplied the credit. 
The transactions regulated by these agreements have been subject to bilateral 
settlement in all but exceptional cases. 

Trade agreements proper have been concluded either separately or in con- 
nexion with payments agreements. Such trade agreements have involved 
principally an undertaking on the part of each of the two countries concerned 
to grant licences for export to its partner up’to an indicated total value or to 
a specified quantity of certain articles. 

The character of the agreements has changed since the first were nego- 
tiated. While the original agreements covered periods of six months, and in 


1 Federal Reserve Bank of New York, Monthly Review of Credit and Business Condt- 
tions, December 1947. 
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some cases one year, later agreements have tended to cover periods of one to 
two years, and to include an increasing variety and volume of commodities. 
Recently, there has been evidence of a tendency to broaden the scope of such 
agreements to include third countries, such as the triangular agreements among 
Austria, Switzerland and Yugoslavia of 13 March 1947, and among France, 
Belgium and Luxembourg of 10 July 1947. 

In order to improve the flexibility and inclusiveness of the present system of 
payment agreements, a number of western European countries reached an 
agreement late in 1947 under which the Bank for International Settlements 
in Basle, Switzerland, will serve as a central clearing house for balances re- 
sulting from bilateral trade. Details concerning this arrangement have not yet 
been made available. 


THE BALANCE OF INTERNATIONAL PAYMENTS SINCE THE END OF THE WAR 


Before the war, European countries normally financed merchandise imports 
almost entirely or in large part through merchandise exports, and the re- 
mainder from shipping services, income from oversea investments, emigrant 
remittances and the tourist trade. Since the end of the war, merchandise ex- 
ports have been inadequate as a means of financing the normal proportion of 
needed imports, and import surpluses have been financed by loans, credits and 
relief assistance. The gap between exports and imports has been further aggra- 
vated by the lack of free convertibility of currency, which rendered it im- 
possible to obtain a certain proportion of highly essential imports in return 
for exports to “soft” currency areas. Income from shipping, oversea invest- 
ments and other sources referred to above was severely reduced and could not 
contribute its normal share to closing the gap between merchandise imports 
and exports in these countries, where such income had been an important 
factor. In the countries participating in the Committee of European Economic 
Co-operation, earnings from shipping and investments covered nearly one- 
fourth the cost of their imports. The war effort required a considerable 
liquidation of oversea investment; shipping losses during the war severely 
reduced earnings from this source; and post-war tourist expenditures, impor- 
tant in certain of these countries, were reduced to negligible proportions. At the 
same time, expenditures for shipping services and other payments abroad in- 
creased considerably in the case of several of these countries, so that net income 
from sources other than merchandise exports was drastically reduced. 

The balance of payments position of European countries may best be de- 
scribed by grouping countries with roughly similar post-war situations. 

One group of countries—Czechoslovakia, Finland, Hungary and Poland— 
has been forced to balance imports and exports at levels considerably below 
those of the pre-war period. During 1946, Czechoslovakia and Poland were 
able to meet a substantial part of their import requirements from UNRRA 
assistance; in the first half of 1947, imports from this source were sharply 
curtailed and during the last half became a negligible factor. Czechoslovakia 
Poland and Hungary do not have any significant amount of income from 
sources other than merchandise exports and, in the absence of additional relief 
assistance or credits, can achieve a balance in their international payments at 
higher than present levels only by increasing exports, which are still far below 
pre-war levels in the latter two countries; imports and exports have been bal- 
anced at a somewhat higher level in Czechoslovakia. 
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A second group of countries—Austria, Greece and Italy—has been able 
to meet large deficits in their current balance of payments only through relief 
imports—during 1946, from UNRRA imports plus limited credits. Exports of 
all three countries are far below pre-war levels, lagging particularly in Austria. 
In addition, Greece and Italy suffered losses in income from shipping services, 
which were an important source, before the war, for financing the excess of 
merchandise imports over merchandise exports. During 1947, the situation 
was relatively unchanged; despite increasing exports, the large deficits of these 
countries continued to be financed from free relief assistance—balances of 
UNRRA shipments and post-war UNRRA relief—and additional credits and 
restitutions. 

Foreign credits, chiefly from the United States and, in some cases, expendi- 
ture of gold and foreign exchange reserves, have financed the deficits in the 
balance of payments of France, the Netherlands and the United Kingdom. 
Imports during the first half of 1947 into France and the Netherlands were 
considerably above pre-war levels. While merchandise exports of France were 
approximately at their pre-war volume, net invisible income, which prior to 
the war was sufficient to finance about two-fifths of merchandise imports, was 
replaced by a deficit; in 1936 to 1938, there was a net income from these 
sources of $387 million annually, but in 1946, a deficit of almost $300 million 
and in 1947 an estimated deficit of $329 million. The Netherlands net income 
from these sources, which amounted to almost $330 million annually in 1936 to 
1938 and covered about one-fourth of the import surplus, dropped to $113 mil- 
lion in 1946 and is estimated at $29 million in 1947; the decline has been due 
primarily to the increases of payments abroad. At the same time, merchandise 
exports during the first half of 1947 were still only somewhat over half of 
their pre-war volume. In the case of the United Kingdom, income from foreign 
investments, shipping and other sources dropped from £333 million in 1938 to 

_-~ £235 million in 1946. In France, the deficit in 1946 was met from credits, 
chiefly from the United States, and to the extent of forty per cent, from gold 
holdings of the Bank of France. The Netherlands financed its deficit from 
foreign credits; the United Kingdom limited its imports to about seventy-five 
per cent of pre-war totals, and financed its deficit from foreign credits. 

In other countries—Norway and Sweden—import surpluses have been 
financed chiefly by expenditure of gold and foreign exchange holdings. Nor- 
way’s net income from invisible sources, which financed before the war about 
one-third of its merchandise imports, shrank from about $400 million to little 
more than one-fourth of this amount in 1946. 

A more favourable balance of payments position exists in Belgium and 
Switzerland. The last mentioned country has been able to finance its import 
surplus from net income from tourists and financial services. Belgium has been 
able to meet its import surplus, which has declined as merchandise exports 
approached pre-war volume, from foreign currency received for goods and 
services provided to Allied forces. and from oversea income and liquidation of 
investments abroad. 

From the above review, it appears that the gap between imports and exports 
has been financed in varying degrees from the following sources: (1) UNRRA 
and post-UNRRA relief imports, (2) foreign credits, chiefly from the United 
States Government, and (3) reduction in gold and foreign exchange holdings 
in countries in which substantial reserves still existed after the end of the war. 
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The gradual exhaustion of these sources occurring simultaneously with an 
increase in the deficits on current account during the latter part of 1947 
resulted in the so-called “dollar crisis.” 


Tue “DOLLAR CRISIS” AND PROSPECTS FOR 1948 


The dollar crisis facing Europe in 1948 originated in the devastation of 
industry and agriculture and the general dislocation of the European economy 
caused by the war. The import requirements of the reconstruction period can 
be met in significant part from only one source: the Western Hemisphere, and 
particularly from the United States. Bilateral trade within Europe does not 
produce dollars, and the amount of European trade which has earned dollars, 
or currency freely convertible into dollars has been totally inadequate to finance 
the volume of imports required from the United States or other dollar areas. 
Imports from dollar areas have thus had to be financed in large part by dollar 
credits, relief assistance and expenditure of foreign exchange and gold re- 
serves. 

The question of free transferability of sterling has special significance in 
this situation. Under the financial agreement of 6 December 1945 between the 
United Kingdom and the United States, whereby a credit of $3,750 million 
was extended by the United States it was stipulated among other. things that 
the so-called “sterling area dollar pool” was to be abolished not later than 
one year after the effective date of the agreement, implying that each member 
of the area would be able to dispose freely of its current receipts for expendi- 
tures anywhere—that is, the proceeds of currently earned sterling should be 
made freely convertible within one year. In fulfilment of this obligation, the 
United Kingdom negotiated new agreements with a number of countries, 
including Argentina, Brazil, Canada, and the Belgian, Netherlands and Portu- 
guese monetary areas. By 15 July 1947, the United Kingdom had extended 
free transferability of sterling required for payment of current transactions and 
for the acceptance by these countries of sterling from third countries, to all 
countries, except fourteen. The rising deficit in the United Kingdom balance 
of payments (see below), combined with pressure from countries demanding 
maximum conversion of sterling into dollars as the dollar shortage developed, 
forced the United Kingdom to accelerate its drawings on the United States 
loan, and on 21 August 1947 to abandon free convertibility. Freedom of trans- 
ferability within the sterling area and between American Account’ countries, 
which had been established before 1947, remained. In addition, most countries 
with which agreements had been negotiated, prior to the lapse of con- 
vertibility, retained transferability of sterling among themselves. Other coun- 
tries, however, could not transfer sterling to American Account countries, and 
convertibility into United States dollars has been limited to sterling earned by 
countries within this group. Payment agreements have been negotiated by the 
United Kingdom since August 1947, and on 25 November the Chancellor of 
the Exchequer stated that the sterling balances of a number of countries had 
been covered either in terms of gold or by a reciprocal exchange guarantee. 


Assistance to Europe in the form of loans and grants extended by the United 


*“American Account” countries are those whose current sterling earnings may be 
changed into United States dollars on demand without scrutiny, whether they be re- 
quested for current transactions or not. 
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States is shown in table 77; such assistance to the countries specified amounted 
to more than $8,000 million since the end of the war. In addition, about $2,000 
million of UNRRA relief assistance was provided by United States funds.’ In 
addition, substantial dollar credits have been extended by other countries of 
the Western Hemisphere. Approximately $540 million has been made available 
in dollars to European countries by the International Bank and the Interna- 


tional Monetary Fund. 
Table 77 


PosT-WAR DOLLAR CREDITS, LOANS AND GRANTS BY THE UNITED STATES TO 
EUROPEAN COUNTRIES ON 15 August 1947 


Post- Lend-Lease Export- Treasury 
UNRRA and surplus Import and private 
relief® property? Bank credits Total 
(Millions of U.S. dollars) 

(OU ge epee ea 49 10 13 me 72 
inci Gy Meer ieee — 105 100 — 205 
Czechoslovakia ... _ 50 ee — te 
BeRIEALK sc. tos oss — oe 20 — 20 
ATOM GE oe we oo: — 25 80 ~~ 105 
PeRACO tees e a — 720 1,200 — 1,920 
a: 52 er aa pees 16 _- 25 300 341 
EOP AL VS orcis o> ni.0 — 30 — — 30 
ects des fe eligi oe) 160 130 — 325 
Netherlands ...... — 93 300 20 413 
BE WAV sn sue Sos — 10 50 10 70 
(feiss 1 Ee — 50 40 — 90 
United Kingdom. . — 650 -- 3,750 4,400 


“~~ Source: Report of CEEC, volume II, p. 12; post-UNRRA relief from statement of 
United States representative to the Second Committee of the General Assembly, 27 Octo- 
ber 1947. United Nations document E/576. 

— Nil 
a Already shipped of total of $332 million. 
» Including lend-lease pipeline. 


During 1947, UNRRA imports tapered off and later in the year virtually 
ceased. Post-UNRRA relief extended to several countries which formerly re- 
ceived UNRRA assistance was on a reduced scale. As the volume of needed 
imports increased, and as the price of imported goods continued to rise, dollar 
credits and, in certain countries, limited foreign exchange and gold holdings 
were expended at a rate faster than was originally anticipated. The situation 
was intensified by the poor harvests in 1947 in many western European 
countries. 


The situation in the fall of 1947 


While complete data are not available as to unutilized balances of dollar 
credits previously granted, the situation in various European countries in the 
latter part of 1947 may be summarized as follows. 


1See table 56 in the first section of this chapter for distribution of such assistance — 
among European countries. 
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In the United Kingdom the adverse balance of payments in 1946, which 
amounted to $1,600 million, rose during the first half of 1947 to an annual rate 
of $2,800 million. However, the dollar deficit, which was under $1,400 million 
in 1946, increased to an annual rate of $3,200 million in the first half of 1947. 
Of the $3,750 million United States credit made available in July 1946 and 
intended to last until 1949 or 1950, only $400 million was left in September 
1947. Britain’s dollar reserves in the fall of 1947 consisted of the remaining 
United States credit, $500 million remaining of the Canadian credit, and 
$2,400 million in gold and dollar reserves. The latter are reserves of the whole 
sterling area, and are considered by the British Government as none too ade- 
quate in view of the sterling balances of $14,500 million outstanding against 
the United Kingdom. During the first few months of 1947, the import surplus 
was considerably greater than in 1946, but has since declined somewhat. 

Post-war credits extended to France by the United States, since the end of 
the war, totalling about $2,000 million were exhausted by the latter part of 
1947, except for $200 million; only $70 million remained out of the $242 
million Canadian credit, and a credit received from the United Kingdom had 
been completely exhausted. The gold and hard currency holdings of France, 
which immediately after liberation stood at $2,600 million, were reduced by the 
end of 1946 to $1,000 million. By September 1947, gold holdings, which at 
the end of 1946 were $796 million, had been reduced to $444 million. Data 
are not available as to the unutilized balance of the loan of $250 million re- 
ceived by France from the International Bank for Reconstruction and De- 
velopment in the middle of 1947. During December 1947, a special stop-gap 
aid programme by the United States was approved, under which France will 
receive further assistance during the early part of 1948. 

Data are not available for the Netherlands on the amount of dollar credits, 
totalling over $600 million, which were still unexpended in the fall of 1947. 
The gap between imports and exports during 1947 continued to be con- 
siderable, as exports remained far below pre-war levels. Official gold holdings 
of the Bank of the Netherlands, and of other sources, declined from $416 mil- 
lion at the beginning of 1946 to about $200 million in the summer of 1947. 

In Norway and Sweden, the import surplus from dollar areas continued 
to be financed from capital resources, with the result that official foreign ex- 
change and gold holdings declined from the beginning of 1947 to the middle 
of 1947: in Norway, from $245 to $163 million and in Sweden from $564 to 
$241 million. Early in 1947, severe regulations on imports from dollar areas 
were reimposed or tightened in these countries to meet the drain on their dollar 
resources. 


At the beginning of 1947, the Italian Government had a substantial accumu- 
lation of resources for meeting the import surplus in 1947, chiefly from the 
UNRRA deliveries to be made in 1947, payment for military supplies due from 
the United States, and reduction of foreign balances. During the latter part 
of 1947, additional assistance became available from several sources: post- 
UNRRA relief from the United States; the waiver by the United States of 
sizable claims arising out of the war; arrangements for return of blocked 
and vested property totalling $60 million; transfer to Italy of twenty-eight 
ships to replace ships seized by the United States during the war; extension of 
credits totalling $23 million out of $100 million ear-marked for Italy by the 
Export-Import Bank in January 1947, and the return of $25 million in gold 
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found in northern Italy. Italy was included in the stop-gap aid programme of 
the United States, enacted in December 1947. 


Austria has also been included in this programme. During the first half of 
1947, Austria had available to meet its import needs $31.4 million of UNRRA 
deliveries, and a $40 million combined credit and grant from the United 
Kingdom, plus certain other smaller credits. The bulk of assistance in the last 
half of 1947 came from Austria’s share in post-UNRRA relief. Commercial 
trade remained at levels far below those of the pre-war period. 

At the end of 1946 Greece had available the following resources to finance its 
future import surplus: $17.4 million of gold and foreign exchange,’ less than 
half of the credit of $25 million from the Export-Import Bank, and about 
$11.4 million of remaining UNRRA deliveries. During the latter half of 1947, 
imports became available under the $300 million ear-marked in the Greek- 
Turkish aid programme of the United States, and Greek share of the $332 mil- 
lion post-UNRRA relief programme of the United States. 


With the cessation of UNRRA imports and with negligible exports to dollar 
areas, Poland was left, in the fall of 1947, with virtually no dollar resources. 
Official foreign exchange and gold holdings amounted to less than $10 million 
in the summer of 1947. A loan application to the International Bank was still 
under consideration late in 1947. 


Czechoslovakia was also affected by discontinuance of UNRRA imports, but 
this loss was offset to some extent by the considerable recovery of its export 
trade. Only a small part of this trade, however, earned dollars. Official foreign 
exchange and gold holdings declined from $127 million in January 1947 to 
$97 million in September. A loan application to the International Bank was 
still pending in December 1947. 

While little information is available on the foreign trade and balance of pay- 

-~ ments of Yugoslavia, it appears that the dollar earnings of that country are 
negligible. 


Prospective dollar deficits in 1948 


The dollar deficits of certain European countries in 1948 have been esti- 
mated by the Committee of European Economic Co-operation. These esti- 
mates, together with estimates for 1947 submitted to the United Nations,” 
both by countries participating in the CEEC and other European countries, 
are shown in table 78 below. In the case of the latter countries, similar esti- 
mates for 1948 are not available. The estimates for 1948 for countries par- 
ticipating in the Committee of European Economic Co-operation are based 
on the assumption that imports will be sufficient for a productive effort which 
would (a) restore agricultural production to the pre-war level, and expand 
mining and manufacturing production well beyond the levels prevailing in 
1938, and (b) reduce the dollar deficit as quickly as possible so that, by the 
end of 1951, the deficit would be of dimensions which would be manageable 
without special aid. It is foreseen that the deficits in 1949 and 1950 will be 
large, but declining. 

1 Not including the £25 million to be maintained as a reserve for currency in circula- 


tion under the Anglo-Greek Financial Agreement of January 1946. 
2 Submitted prior to September 1947 and in several cases considerably earlier. 
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Table 78 


a 
ESTIMATED DEFICITS ON CURRENT ACCOUNT OF CERTAIN EUROPEAN COUNTRIES 


AND OF WESTERN GERMANY, 1947 anv 1948 


Deficit with the 
American continent 
1948 


(CEEC report) » 


Deficit of 
U.S. dollars 
1947 
(UN report) °¢ 


(Millions of U.S. dollars) 


Countries Participating in CEEC: 


PA TYSEEI Ag Wis, « idtes Welne We chars ss 9% « ve 

Belo ne. dni feos ie,» oagle's a 320 

DeiMal ease oo os sae ees 210 

RSV ACh SEN pe AEE a ok ¢ cin age ie 1,760 

Germany—Bi-Zone ..........--- 1,150 
French Zone ......... 120 

TECCER Cn ee here. aah «a 510 

Realy es aie se ee ae ees oe hs 930 

Netherlands *. Riise. ates 630 

NOE Waymetn So Bot niukes sea es ok 50 

SWelenm eee tet tae een 150 

Linited Kingdom. 3.758%. astie « 2,630 

Other European countries: 

BNUOAUIAc CM Rrtace scares capte <= <capsueae' a's: © 

Czechoslovakia wee. <-s pus cos oe 

PAIMAUC yee ote a ectee saree oe ces e 

REMOPATY ered ce cle gels ose a ss 

Roland seete Hie, Se tee 

Mapodlaviantns: taal eee SPOS s 


.. Not available. 
4a Excluding dependent territories. 


247 
2594 

78 

1,250 


298 
742 
915 
142 


1,760 


Oe 
276° 
100* 

72 
4778 
3768 


b Source: Report of Committee of European Economic Co-operation, vol. 1, page 53. 


¢ Source: United Nations document E/576. 


4 Includes Luxembourg; includes certain amounts of other so-called “hard” currencies. 


® Including sterling. 
f “Hard” currencies. 


® Total deficit, without regard to currency composition; largely dollar and other hard 


currency deficit. 


The above estimates for 1948 were based on a number of assumptions pre- 
sented in the CEEC report, most important of which seem to be maintenance 
of mid-1947 prices, and full availability of supplies. While the data reported by 
the United Nations for 1947 and the estimates reported by CEEC for 1948 
are not strictly comparable for a number of reasons, they provide a general 
idea of the amounts involved. It should be recognized that the situation 
worsened considerably during 1947 in many of the countries after the estimates 


for 1947 were made. 


The over-all estimates for the group of countries participating in the CEEC 


are summarized as follows: 
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Table 79 


EXTERNAL BALANCE ON CURRENT ACCOUNT OF THE COUNTRIES PARTICIPATING 
IN CEEC ANnp OF WESTERN GERMANY IN 1948 


With the 
American With other non- 
continent participating countries 
, (Millions of U.S. dollars) 
aes ee ee aces — 9,170 — 4,700 
POLS PS. tad ced tic aia: + 2,160 + 4,300 
Net: surplus (++) or 
deficit (—) on invis- 
ible account ........ — 570 + 380 
Dependent _ territories, 
net surplus or deficit —- 450 — 220 
PRO E ALS atin « dpes + fos — 8,030 — 240 


Source: Report of Committee of European Economic Co-operation, vol. I, page 51. 

8If imports of equipment were financed by loans from the International Bank for 
Reconstruction and Development or other credit operations, the deficit to be dealt with 
by other means would be $7,110 million. 


The composition of the imports required in 1948 by countries participating in 
the CEEC (excluding dependent territories) and of western Germany have 
been estimated by the CEEC as follows: 


Table 80 
IMPORT REQUIREMENTS OF THE COUNTRIES PARTICIPATING IN CEEC 
AND OF WESTERN GERMANY FROM THE AMERICAN CONTINENT IN 1948 


1938 1948 
Computed at 1947 prices 


(Millions of U.S. dollars) (Per cent of 


total) 
Food, feed and fertilizers... 2,850 3,308 36.1 
Coal and other solid fuels. . — 342 mre | 
Petroleum products ....... 330 512 5.6 
Iron and steel products.... fl 370 4.0 
SEAICE aks x soko es 62 > 185 266 20 
Pe tmOUReti tee a sian sc's = cys >» Ay 1,081 11.8 
Unspecified imports ....... 64 3,286 BME.) 
EATER a ee sels ws a ae 9,165 100 


Source: Report of Committee of European Economic Co-operation, vol. I, page 114. 
.. Not available. 
— Less than half the final digit shown. 


Food, feed, fertilizers, and solid and liquid fuel represent under half of esti- 
mated imports for 1948, and equipment about twelve per cent. However, “un- 
specified” imports amount to over one-third of the total, and include items of 


all specified categories. ; 
Similar estimates are not available for other European countries for 1948. 
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Food and fertilizer imports of eastern European countries represented a much 
smaller share of their estimated import requirements for 1947 (generally 
below one-third) than in the first group of countries.’ Solid and liquid fuel 
import requirements for most of these countries were also less significant. On 
the other hand, import requirements of capital equipment stated by Czecho- 
slovakia, Poland and Yugoslavia represented a somewhat higher percentage, 
ranging from sixteen to twenty-six per cent of total import requirements; a 
significant part of their capital requirements could not be met in 1947 and are 
likely to be obtainable in 1948 only in dollar areas. 

In the latter part of 1947, several countries, particularly those in eastern 
Europe, depended largely on limited European sources for their imports. In 
many countries of Europe plans for increasing production are closely associated - 
with the availability of further dollar credits or assistance and the possible 
expansion of intra-European trade in 1948. 


Fi ‘ ; : 
eevee 1947 import requirements by commodity groups, see United Nations document 


188 


PART III : 


SOME OUTSTANDING WORLD ECONOMIC PROBLEMS 


f 9X 
« & a iP 
i, . Sao eira 

mS ee PORE Ove Ux re Mer ie a ky yt 


_* » OS mat Uo tetits Cy ela e a ee Fae 


* ' ue ¢ ) * ) ee " ws Sr "Sr 
-—* ae bo? arr; ; + 
& gis oe > ) aes > ead ir vray moa’ a NF cere j . 


\ d ic 7 i - a ihren 
+ ¥ 43 ’ : _4 5 ~ la i ie 4 Se 
; _ ros peor Vit eS - 2 


Pe aah ote Me —< o— : > ~ es te oe, AL a? : 
os + 


oe ok } i wie perdeen a - ee ay 
td ¥ f J a = 7 n — ; ‘ren 
4 owe foe : y ‘ ’ ra a has tl: Gene yA 


— 


7 > Fa ‘ ; + . %, 
‘sat tin TRAT Paes ty. 


Be -eNasold DimMono2a aisow, OMIOMATeTUO ag! 
“hears mt? So Vo en 


Ne 
’ < * 
* 
7 ; 
« 
ke 
a 
i 
‘ By 
vi At. « 
" - 
A 
ae 
as Y « 
ie ‘ 
5 F 
a 8 
* a) '¢ : 5 
i rf 
. . 
‘ 
i i 
rip , , - 
~ - 
. = 
é 
we ty ¢ one 
. ‘ he 
i / aia ei \Se i ay of 
to 1 
x ‘ee 


hi 
ie 4 . 
oe | 
dr * : 
¢ the 
La : Lid ve 
es 
’ » 14 re 


Chapter 1 
THE WORLD FOOD SITUATION 


Contributed by the Food and Agriculture Organization 
of the United Nations 


The world food situation is as critical this year as at any time since the end 

of the Second World War, but crisis is an inadequate term to describe the cur- 
rent food situation. Food shortages have become a chronic feature of the 
post-war world; there are long-term elements which will prevent a rapid 
elimination of major shortages. 
_ The steady increase in the world’s population, amounting to over 175 mil- 
lion persons over the past decade, in itself would involve a reduction in food 
consumption per person unless agricultural production increased at a similar 
rate, that is to say, by almost one per cent per year. Furthermore, a radically 
changed attitude towards minimum food standards has increased still further 
the pressure against world food supplies. Under war-time food rationing, there 
was a decided trend towards improvement in the diets of the lower-income and 
vulnerable groups in many countries, and a keener evaluation by governments 
of the benefits arising from adequate diets. 

Agricultural production has suffered seriously from war devastation in many 
countries, and recovery has been impeded by delay in the replacement of pro- 
duction equipment and supplies and by unfavourable weather in two of the 
three post-war years. Increased requirements and diminished production have 
resulted in lower supplies per person and also in a forced reduction of stocks, 
to the point where they are insufficient to meet the inevitable year-to-year 
variation in world crop output. In 1947/48, bread-grain and rice production 
per person is thirteen per cent below the already inadequate average level of 
the years 1934 to 1938. 

Since the steady increase of population may be expected to continue, it is 
necessary that the efforts of nations be concentrated upon the achievement of 
an even greater increase in agricultural production and efficiency in the dis- 
tribution of food. 


Tue AGRICULTURAL YEAR 1946/47 anp Foop Year 1947/48 


PRODUCTION 

Weather has caused a severe setback in the recovery and expansion of 
world food production in the third post-war year. Preliminary estimates of the 
1947 crop in the Northern Hemisphere, received in Washington by early 
November, provide a gloomy picture of thesworld’s food position until the 
1948 harvest. During recent months, successive reports from many countries 
have darkened the picture, as more adequate appraisals of drought damage 
have been made, though the true extent of the crop losses cannot yet be. 
assessed. 

In the Southern Hemisphere, the 1947/48 harvest is still to come. For- 
tunately, prospects are generally better than in the Northern Hemisphere, but 
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only very preliminary indications of the output are possible at the present time. 

The greatest reductions in crop production have occurred in the regions 
which had large food deficits before the war; many of these regions are still 
struggling to recover from the devastation of war. Their import needs have 
been greatly increased, without prospects of corresponding increases 1n world 
exportable supplies of staple foods that enter into international trade. Greater 
efforts than those now in effect, or yet planned, to conserve and share.interna- 
tional food supplies, will be necessary if severe reductions of consumption in 
food deficit countries are to be avoided. 

Europe is the region in which crop production was most adversely affected 
by weather conditions. The greater part of the continent was visited by the dual 
misfortune of an unusually severe winter, which damaged or destroyed millions 
of hectares of fall seeded crops, and an extremely dry summer, which cut 
yields. of all important crops. The reduction in food supplies will adversely 
affect the output of livestock products during the winter, except as liquidation 
of flocks and herds increases meat supplies. 

The harvested areas of some of the more important European crops for 
which data are available are shown in table 1. The area of wheat is less than 
in 1946, the area of rye the same, and the area of each of the spring seeded 
crops, barley, oats, maize, and potatoes, greater. The area of harvested wheat 
and rye was reduced by winter-killing. Considerable spring wheat and rye was 
reseeded, but it was also necessary to reseed some of the land with barley, oats 
and other spring crops. The total area of these six crops increased over the 
1946 area despite the weather handicap. Somewhat more fertilizer and equip- 
ment were available, and production would have expanded even more than 
area, had the weather been equally favourable. 


Table 1 


AREA OF SELECTED GRAIN CROPS IN EuROPE? 
Pre-war average, 1946 and 1947 
Pre-War 


(1934-38) 1946 1947 
(Millions of hectares) 


Wiheatie) hol sek tee wt! 2047, 26.3 24.7 
UOC Se Re RN Rg aR PIE 2 13.4 9.9 9.9 
BAL Oe tea 0 eta ca Det 9.4 8.3 9.0 
Oatswen. cece ar rare aerate 14.6 125 S32. 
MaIZe Re cc ho aero eee 11.6 10.4 11.5 
Potatoes ava. ue eee ea ee 10.1 8.1 8.5 

TOTAY: rons to ele 88.8 1a) 76.8 


@ Excluding the USSR and Albania, because of inadequate information. 


_A summary of crop production appears in table 2. The decline of nearly 
eight million tons in production of wheat and rye is a major calamity for 
Europe. This resulted mainly from lower yields on a slightly smaller harvested 
area. Production of barley and oats was maintained at almost the 1946 level 
and present estimates indicate that production of potatoes is not much below 
last year. Sugar beet production, contrary to earlier expectations, is now esti- 
mated at about the same level as in 1946. ; 
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Table 2 
ANNUAL PRODUCTION OF SELECTED GRAIN CROPS IN EKuROPE® 
Pre-war average, 1946 and 1947 


Pre-War 
(1934-38) 1946 1947 
(Millions of metric tons) 


Witeat ae aun erly eect, 42.3 2.9 25.8 
LSC GH $5 gla | DR Da a ro.1 11.2 10.5 
Barley eee ote ce eee «ait 14.4 aay ie? 
Watered. racer oan 229 17.8 16.9 
DLAIACn ete ae see 17:3 ee 1553 
POtAOCI as cx snes ee eee ee 134.2 7100.3 98.0 


8 Excluding the USSR and Albania, because of inadequate information. 


The 7.5 million ton increase in maize production was accounted for entirely 
by the four Danube Basin countries, Yugoslavia, Hungary, Bulgaria, and Rou- 
mania. These countries experienced favourable weather conditions, following 
a very severe drought in 1946. Their production of maize, the most important 
crop in this region, was restored almost to the pre-war level. 

The severity of winter-killing and drought varied from country to country, 
but the only countries to escape without serious crop losses were the four coun- 
tries of the Danube Basin referred to above, and the USSR. The countries 
with the most severe reductions in crop production, compared to last year, 
were Denmark, the Netherlands, Belgium, France, Switzerland, and Italy. 

A very serious aspect of the poor 1947 crop condition in Europe is the 
reduction in the output of feed. In addition to the loss of grain supplies for 
feed that occurred in most countries, particularly those of western Europe, there 
were even greater reductions in the production of root crops, hay and pasture. 

~~ Estimates of the supplies of these feeds are not available for many countries, 
but incomplete reports indicate that production of these crops in various 
western European countries was reduced ten to thirty per cent below that of 
last year. Furthermore, the poor pastures in the summer and early autumn 
made it necessary to draw exceptionally early on feed supplies normally re- 
served for winter use. Hence, the quantities of domestic feed available for 
the balance of the feeding year are very sharply reduced, compared with the 
same time in 1946. 

In some countries there were increases in the numbers of livestock during 
1946/47. These increases were most in evidence for pigs and poultry, whose 
number was most drastically reduced during the war. While reliable estimates 
of livestock are not available for all countries for a single recent date, it appears 
that the net increases for Europe as a whole, exclusive of the USSR, were at least 
five per cent for pigs and two to three per cent for cattle, up to the spring of 
1947. While data on poultry numbers are even less complete and reliable, it is 
probable that the increase was greater than that for pigs. ? 

To provide some basis for evaluation of the European feed and livestock 
position the Food and Agriculture Organization of the United Nations (FAO) 
has made some estimates of the relation between feed supplies and livestock 
numbers for 1946/47 and pre-war years. These estimates show that, for many 
of the western European countries, total feed supplies in 1946/47 were about 
eighty-five per cent of their pre-war relation to the number of animals. Con- 


193 


centrated feed supplies were only about sixty-five per cent as large. While 
it has not been possible to prepare comparable quantitative estimates for 
1947/48, it is clear that feed supplies are smaller and animal numbers larger 
than a year ago. Already there are reports from several countries of unseason- 
ably heavy slaughtering during the early fall months. ‘This appears to be a 
partial adjustment to the feed situation by early slaughter, instead of feeding 
animals to heavier weights for slaughter later in the winter in accordance with 
normal practice. The net result will probably be larger supplies of meat and 
animal fats early in the year, but smaller supplies later on. It is quite certain, 
however, that slaughtering over the whole year will increase, with consequent 
reduction in the total number of farm animals. 


In general, the impact of the reduced supplies of feed will be greatest in 
the countries which normally import it in considerable quantities; the reduc- 
tions in production were greatest in these countries. Some of the countries 
that usually export fodder are themselves faced with scanty feed supplies. The 
pressure to use increased quantities of barley, maize, and even oats for direct 
human consumption will also be stronger than ever before as a result of the 
acute shortage of wheat and rye. 


The USSR has harvested much larger crops than in either 1945 or 1946. 
There were increases over last year in both the area sown and in the yields 
of grain. It was officially estimated in August that the total grain crop was 
92.5 million to 96.5 million metric tons. Wheat production, on the basis of 
the same report, is estimated at 28 million tons, compared with the record 
1937 harvest of 47 million tons, within the old boundaries of the USSR. In 
addition to an excellent grain harvest, official reports refer to a large increase 
in the production of sugar beets, potatoes, tea, cotton, and tobacco. 


Throughout the Middle East grain production in 1947 was lower than in 
1946 but it should be noted that 1946 production was high and exceeded the 
average pre-war level. For example, Turkey, the largest grain grower and 
exporter, produced over half a million tons, or about eight per cent less grain 
than in 1946. Heavy locust attacks and a very mild dry winter caused crop 
failure in major parts of the region. Total production was below even the pre- 
war average, and with the considerably increased population, maintenance of 
pre-war supplies per person is dependent upon imports, in an area which in 
recent years has been a net exporter of grains. 

In the Far East production prospects vary widely from country to country. 
In India and Pakistan, the greatest deficit region, the rice crop is estimated 
to be six per cent smaller than last year and the wheat crop—damaged by rust 
—nine per cent smaller. China, on the other hand, has somewhat larger crops 
than last year; they are estimated at five per cent higher in the case of wheat 
and about two per cent higher for rice. Japan has a much better wheat crop 
than the unprecedentedly poor one of 1946. The barley crop in Japan is also 
somewhat larger, but earlier prospects for a good rice crop have been dimmed 
by typhoon and flood damage, with the result that the 1946 crop will barely 
be equalled. In South Korea, winter grain crops are poorer than in 1946, but 
the rice and potato crops are considerably better. In two of the surplus rice 
producing countries, Burma and Siam, the rice crops are better than in 1946 
though still below pre-war levels. The other large surplus producing country, 
Indo-China, has a poorer rice crop in 1947. Slightly better rice crops are 
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anticipated in the Philippines and Malaya. Table 3 compares rice production 
m various countries in 1947/48 with 1946/47 and with the pre-war average. 


Table 3 


ANNUAL PRODUCTION OF RICE IN PRINCIPAL Far EASTERN PRODUCING AREAS 
Pre-war average, 1946/47 and 1947/48 
Pre-war 


(1934/35-1938/39) 1946/47 1947/4882 
(Millions of metric tons) 


INIA eet ee Geet ek eae ee 7.4 3.9 4.9 
Slmaat 22 Proves) cos ss ee eee cst 50.1 474 48.1 
PMIMESATIE Se tat ee tc wis Oe aks Ay? 0.8 1.4 
EAA ge Rf oct py et Le 38.9 42.9 40.4 
“tha 0 1a Ge mer ely og: Uh Ll ed a i 6.3 4.1 3.9 
BERTON RES a evaid gale owdtcns toe 6.4 5.6 5:5 
MAM MBSE. Static Tabla Cab e's s8'%s 0 008 Li 11 11.2 
BSCR ES RYprthats ner Wit Pes: Saree les ars 4 3.9 Dua aula 
a TEM ely UGE at Ce) Cots See ee a Pe 0.5 0.4 0.3 
PROC RUTIAG:. 2h 54th 21) ON cia bis ant ors 0.6 0.8 0.3 
ONS ee oe pays 2.0 2.2 
<ctite: ey De ae eas aaa 4.4 3.7 4.2 
Pi OPATMO Oe OM. es a tha 2 133.9 125.3 125.3 


® Preliminary estimates based on reports received by Food and Agriculture Organization 
and the United States Government. 
b Java and Madura. 
“~~ e South Korea only. 


On balance, it appears that food production in the Far East may be approxi- 
mately the same this year as last, but the continuing population increase is such 
that production per person will probably be lower. Production in India and 
Pakistan has suffered, not only from adverse weather, but even more seriously 
from civil strife, and very heavy imports will be required if an acute deteriora- 
tion in the food situation in these countries is to be prevented. 


The great food exporting countries of North America also experienced less 
favourable weather after a long series of excellent crop years. Production, 
although well above pre-war levels, was reduced sufficiently to raise serious 
problems with respect to the continuance of the high levels of food exports. 


The United States had a record wheat crop, nearly seven million tons 
larger than that of 1946, but the maize crop, the poorest in many years, was 
lower by twenty-one million tons. There was also a reduction in the output of 
oats, the third important grain crop. Total production of wheat, rye, barley, 
oats, and maize was nearly eighteen million tons lower than in 1946. This 
results in contracted feed supplies and necessary restriction in livestock feeding, 
if grain exports are to be maintained at the 1946/47 level. In Canada, the 
wheat crop is estimated to be about two million tons smaller than in 1946. Pro- 
duction of secondary grains was also down, with the result that prohibitions 
have been placed on the export of feed to protect feed supplies for domestic use. 
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The number of livestock in the United States’has declined from its war-time 
peak levels. On 1 January 1947, the number of all major classes of livestock 
was lower than a year earlier, and the downward trend continued during 1947. 
In Canada, cattle numbers have been declining but the number of hogs is 
increasing. 

Australia expects the 1947/48 crop of wheat to be about two million tons 
greater than the drought-depressed crops of the past two years. In Argentina, 
the estimated area of wheat to be harvested is seventeen per cent less than in 
the previous year. There are also reductions, though smaller, in the area of 
barley, oats and rye. Yields of maize cannot be expected to increase sufficiently 
to offset the decline in maize areas, even with continued favourable weather. 
The Union of South Africa expects some increase in grain production, but not 
enough to meet its own needs. On the whole, Southern Hemisphere countries 
in the temperate zone, in which grain production is of major importance, have 
somewhat improved crop prospects this year. 


Prospects for sugar production are good, especially in the major producing 
country, Cuba, where a crop close to the record one of the previous year is 
expected in 1947/48. Progress in increasing the production of vegetable oils, 
one of the other major export items of the tropical region, is less encouraging. 


It is difficult to reduce world-wide production estimates for 1947/48 to a 
- quantitative summary statement, but reductions from 1946/47 appear to out- 
weigh the increases slightly. In addition, the annual increment of fifteen mil- 
lion to twenty million in the world’s population must be taken into account. 
Furthermore, the regional pattern of increases and declines in production, and 
their effect upon world trade, are of major importance, especially to the 
countries that are heavily dependent upon imports. This aspect will be con- 
sidered in detail in the following section on trade. 


TRADE 


In 1946/47, world bread and coarse grain exports totalled approximately 
29 million tons. It is estimated that imports of about 39 million tons of grain 
will be needed for food in 1947/48, if bread-grain supplies in the deficit 
countries are to be maintained at the modest levels of 1946/47. Of the re- 
quirement for an increase of 10 million tons, to maintain the previous year’s 
consumption levels, about 8 million tons are required by Europe and 2 
million tons by the Far East. Increases and decreases elsewhere approximately 
offset one another. Exportable supplies of all grains under consideration by 
the International Emergency Food Council (IEFC) in October were esti- 
mated as follows, in millions of metric tons: 


Argentina, 5.6; Australia, 2.0; Canada, 5.7; United States, 13.7; other 
2.4; total, 29.4. 


The amount of Argentina’s exports is uncertain. While the statistical posi- 
tion reflected by the delay in shipments from Argentina in the earlier months 
of 1947 suggests that 1947/48 may yield about one million tons more than 
were exported in 1946/47, prospective reduction in the coming wheat crop 
and continuation of recent shipment, price and procurement difficulties may 
disappoint these hopes. Shipments in 1946/47 were 4.3 million tons; hence, the 
estimate of 5.6 million is an optimistic one. : 
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The confident hopes of a good crop in Australia may make possible the 
export of well over two million tons in 1947/48, compared with 1.4 million 


tons in 1946/47. 


‘The estimate of 5.7 million tons from Canada represents a decline of 1.2 
million tons from 1946/47 exports. The wheat crop is about two million tons 
smaller than in 1946 and no coarse grains are to be exported in 1947/48 
because of the domestic feed shortage. 


The estimate of 13.7 million tons for the United States compares with 15.1 
million tons exported in 1946. The object of the drive recently launched in the 
United States to secure economies in domestic utilization is to achieve the 
previous year’s level of exports. 


During 1946/47, exports of bread-grains from all sources other than the 
four countries referred to totalled about 1.2 million tons. Turkey supplied 
nearly a half million tons of this total. Because of a poorer crop, Turkey is 
not expected to contribute substantially to the world exportable surplus this 
year. The USSR and the Danube Basin countries, however, had relatively 
good crops. The USSR has discussed trade agreements involving the shipment 
of grain to Czechoslovakia, Denmark, France, Poland, and the United King- 
dom. There have been no indications of intention to export grain from the 
Danube countries. The estimate of 2.4 million tons from “other” sources is 
merely a recognition of the fact that some such quantity may be exported 
from the USSR and south-eastern Europe. 


From the above it will be seen that the world estimate of 29.4 million tons 
is based on many uncertainties. Some countries may exceed their shares of this 
total; others may fall short. But the total will not be significantly exceeded 
unless awareness of the impact of the shortage on food-importing countries 
stimulates exporting, or potential exporting, countries to substantially greater 

efforts to restrict domestic utilization. 


Production of wheat in India and Pakistan is about three-fourths of a million 
tons under the previous year and production of rice is about 2.5 million tons 
lower. It is doubtful if the entire decrease in rice production can be offset by 
increased rice imports; with the decline in wheat production as well, India 
will need to import a minimum of two million tons more bread-grain than 
during the previous year to maintain the present low cereal consumption. The 
other deficit bread-grain areas of the world, taken as a whole, may be able 
to maintain consumption levels with slightly smaller imports than they had 
last year. But present levels are extremely low in some of these countries, 
especially in the Far East. In summary, the present outlook is that without 
drastic changes in grain utilization in both importing and exporting countries 
exportable supplies of bread and coarse grain will fall approximately ten 
million tons short of the quantity needed to maintain 1946/47 bread rations 
in the deficit countries during 1947/48. 

Rice exports from the three Far Eastern exporting areas, Burma, Siam and 
Indo-China, are expected to be about a half million tons greater in 1947/48 
than in 1946/47. Exports from other parts of the world are expected to be 
about the same. Since deficits in the Far East have increased more than the 
difference in exportable surplus, the over-all situation is expected to deteriorate 
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The world exportable supply of fats and oils during the calendar year 1947 
(the international allocation period) increased to 3.5 million tons from 2.5 
million tons in 1946. Production in the major importing countries was also at 
a higher level than in 1946. Unfortunately, 1948 appears likely to be a more 
difficult year from the standpoint of export supplies of fats and oils. The only 
important source of prospective increased exports in 1948 is the copra and 
palm-oil from the Netherlands East Indies and nearby areas. Production in 
North America is expected to be lower as a result of less feed for livestock, 
and in Europe the reduction may be even greater. Thus the supply situation 
in the deficit countries is likely to be more difficult in 1947/48, especially 
during the latter half of the period. 

Trade in food commodities other than cereals and fats is of much less 
importance to the total food supply of most countries. Furthermore, for most 
of these other commodities, many deficit countries are now limited in their 
purchases by price and exchange requirements, as well as by supply con- 
- siderations. Sugar supplies are approximately in balance with the demand at 
current prices. Exportable supplies in 1948 will probably be at least as large 
as 1947, and probably slightly larger. Exportable supplies of cocoa may be 
slightly larger in 1948, and supplies of pulses and meat about the same. The 
food-deficit countries cannot look to increased imports of other commodities 
to make up for any important part of the reduced availability of grain. 

The preceding discussion has been in terms of export availabilities in rela- 
tion to import needs. At the present time, some of the large deficit countries 
do not possess financial resources for the purchase of their appropriate shares 
of the very insufficient exportable grain supplies. Should this situation persist, 
the foreign exchange position would replace nutritional need as a major 
factor in determining the international distribution of food. 


CoNSUMPTION 


Consumption levels will be lower during this winter in most deficit areas, 
particularly in Europe and many sections of Asia. Not only will the caloric 
intake be reduced but, at least in most of Europe, there will also be less pro- 
tein and fat, particularly from animal sources. The additional cut in food 
supplies will have to be borne primarily by the non-farm population. The 
farm groups are more likely to maintain their food intake. 

In most of the food-exporting countries, average diets are not likely to 
change much, but in countries without rationing, the inflation in food prices 
may force persons in the lower income brackets to limit their consumption. 
The USSR and the Danubian countries are probably the only areas where 
food intake is improving over the previous year’s extremely meagre rations. 


OUTLOOK FOR THE AGRICULTURAL YEAR 1947/48 AND Foop YEAR 1948/49 
PLANTING CONDITIONS 


Adverse weather conditions again are casting their shadow upon the 1948 
crop. In at least two major areas of the globe, fall planting has been severely 
affected by continued dry weather during the summer. In the United States, 
no rain fell in the south central and south-western Great Plains for three 
months. On 1 November the area planted was not more than three-fourths of 
normal for that date. The grain that was seeded had not sprouted, and while 
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a change in weather during the growing season may still bring about rela- 
tively favourable crop conditions, the possibility of a repetition of a record 
harvest of fall sown wheat has already vanished. It has been estimated that 
the crop in this area may be as low as one-half that of the previous year; such 
a reduction would roughly equal the total amount of 1947/48 United States 
wheat exports. The dry summer months which affected the corn crop in the 
north central United States, and reduced the wheat output in Canada, lowered 
soil moisture to a point which is inauspicious for the coming crop. A similar 
situation, though a less serious one, also exists in central and western Europe, 
where much of the seeded grain has not sprouted owing to lack of moisture. 

In some areas, civil strife may reduce the planted area. In India, millions 
have been uprooted from their land, and disturbed conditions also exist in 
China, Greece and elsewhere. On the other hand, such factors of production 
as fertilizers, machinery and equipment, and the labour supply have continued 
to improve somewhat in the over-all picture. Bad weather conditions have 
concealed the effects of the improving supply position of agricultural requi- 
sites; with better weather these factors may be expected to exert a greater 
effect on production. 


FERTILIZERS 


While the over-all supply of nitrogenous fertilizers, which are most important 
to agricultural production, has improved by about seventeen per cent for the 
agricultural year 1947/48, compared to the previous year, and by about 
nineteen per cent over pre-war, or average 1935 to 1939 levels, the stated 
requirements submitted to the International Emergency Food Council have 
exceeded world allocations by about thirty per cent.’ Although some claimant 
countries may have over-stated their needs, there is undoubtedly a wide gap 
between supplies and legitimate requirements. Part of the increased require- © 
ment arises from under-application of fertilizers and generally poor cultivation 
methods in use in many countries during the war years, owing to the shortage 
of animal manure caused by reduced livestock numbers and the increased de- 
mand for agricultural products by an expanding population. 

The distribution of nitrogenous fertilizers for 1947/48 shows improvement 
in the supply for different areas in varying degrees. Continental Europe (ex- 
clusive of the USSR) which consumed over fifty-six per cent of world nitrogen 
before the war, will consume only forty-two per cent in 1947/48, reducing 
its share even below the previous year, when it was forty-five per cent. In 
actual tonnage, this region will obtain practically no more than in the previous 
year unless, of course, part of ordnance production is made available. Con- 
sumption in North America rose from only fourteen per cent of world supplies 
in pre-war years to twenty-eight per cent in 1946/47, and thirty per cent in 
1947/48. South America and the United Kingdom are the only other areas 
sharing substantially in the increase in nitrogen supplies over last year. Alloca- 
tions of nitrogen indicate that little improvement will be experienced in Africa 
and the Asian countries, except as the latter countries share in released 
ordnance for fertilizers. ; 

The distribution has quite obvious shortcomings, as table 4 indicates. 


1The increase over the previous year may actually be less, because the United States 


and United Kingdom ordnance production of nitrogen has not been definitely commit- 
ted for export. This nitrogen represents, roughly, half of the thirty per cent increase. 
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Table 4 


WoRLD CONSUMPTION OF NITROGEN FERTILIZER 


1946/47 and 1947/48* 


Pre-War 
(1935-39) 1946/47 1947/48» 
(Per cent of pre-war average) 


Continental Europe (excluding USSR)........ 100.0 80.8 81.0 
Rides KG OMe dee e aye oon otk cote ust. oles amend 100.0 217.0 282.0 
INOrtl AMeriCa. Of papa ctor vee cf on Greene tee 100.0 203.2 228.3 
SOULMPAINETICA. 8. uae danish cone solange 100.0 Lio 19233 
PRLTICA Ge Weccle. cacti dnote. Penni = chests Sadan Dolo tene 100.0 76.2 75.0 
Asiay (eXCuicinig WI SOR) pr. aiaetore aerslen, wslataetn a 100.0 76.6 Tid 
OCEAN Ities, Shad Ghiastdnwactie’ ante Sucens foreeue 100.0 76.7 91.4 
World total (excluding: USSR) 2. #20)... Soe. 100.0 102.0 107.8 
(Thousands of long tons) 
World consumption (nitrogen content)........ 2,402.6 2,450.0 2,590.0 


@ Based on allocations. 


bExcludes possible United Kingdom and United States ordnance production of 243 
thousand tons and the allocation to British colonies, protectorates and mandates of 27 
thousand tons or about ten per cent of the total 1947/48 allocation. 


The food deficit countries, particularly in Continental Europe and Asia, have 
less nitrogen than in pre-war years, while the large exporting areas have over 
twice their pre-war quantity. Doubtless world food production could be in- 
creased through a changed allocation and at the same time shipping space 
could be saved, since one ton of nitrogen fertilizer could replace about three 
tons of grain in the shipments to deficit areas. Such a distribution would also 
help war-devastated and less developed countries. 

Phosphates and potassic fertilizers are in relatively good supply, although 
some regional shortages are experienced, owing to the insufficient capacity of 
processing plants, inadequate transport facilities, especially for phosphate rock, 
and difficulties related to agreement on the terms of trade. 


FARM MACHINERY 


In some countries, animal and mechanical draught power is still scarce. In 
the war-devastated countries, the reduction in draught power during the war 
was so great that the provision of 23,000 tractors and 260,000 draught aniraals 
to countries assisted by UNRRA is estimated to have replaced less than five 
per cent of the loss. In these countries, the loss of draught power is said to 
have averaged about thirty-six per cent of the pre-war total: included in this 
average are Poland and the Ukraine, which lost about sixty-five per cent. The 
replacement of this loss in draught power, either by animals or tractors, began 
immediately after the war and continues at an accelerating rate. In some 
countries, for example, in Czechoslovakia and the Netherlands, the draught 
power situation is nearing the pre-war level. 

In countries not damaged by the war, such as the United States and 
Canada, a much larger number of tractors is in use than was the case before 
the war; however, the demand has been greater than the available supply. In 
under-developed countries of Asia and Central and South America, an expan- 


200 


sion in the use of farm machinery must await changes in the farming systems, 
training of farm labour in the operation and maintenance of modern machines, 
and development of distribution facilities for fuel and spare parts. 


The production of farm machinery has expanded very considerably since 
the war. In 1946, the production of the United States, Canada and the United 
Kingdom was double that of 1938. The outlook for available exports for 1948 is 
considerably better than in 1946 and 1947. It is expected that the exports from 
the United States will be more than double those of pre-war years, and those 
of the United Kingdom will be decidedly larger. Total exports of both wheel 
and crawler tractors from the United States and the United Kingdom, alone, 
may be double the exports of all countries before the war. In Canada, Czecho- 
slovakia, Denmark, France, Germany, Hungary, and Italy, production is ex- 
panding, at varying rates. Nevertheless, the requirements of importing nations 
will only be partially met. Taking into account probable limitation on further 
increases in production and exports during the next few years, the probable 
supply will be far from meeting the demand, which has been expanded by 
war devastation and by increased desire for mechanization in many parts of 
the world. Since agricultural machinery is not subject to international alloca- 
tion, producing countries and principal pre-war importers are likely to receive 
a disproportionate share of total production. 


PESTICIDES 


Among the factors affecting the quantity of food available for human con- 
sumption is the inroad made upon supplies by insects, rodents, fungus diseases, 
and weeds. Although accurate estimates cannot be made for most countries, 
the statistics which are available reveal that world food losses caused by various 
destructive pests run into high figures, possibly ten per cent of all field crops. 
The effort to reduce the toll taken by these pests has been most vigorously 
undertaken in the Western Hemisphere, where production of pesticides has 
increased rapidly and progressively in the last decade. 


Before the war, Germany was the main supplier of chemicals in Europe, 
and Japan was an important source for the Far East. The sharp decline in the 
production of insecticides and allied products in the devastated areas and the 
reduction in the capacity of the chemical industries in Germany, Italy and 
Japan created a considerable deficit in world supplies of these commodities. 
Part of this deficit has been made up by shifting production to other countries, 
for example, production of pyrethrum has been shifted from Japan to Brazil, 
the Belgian Congo, and Kenya. In 1946, however, consumption requirements 
excceded supplies, which in the case of most pesticides had hardly reached 
pre-war levels. The production of DDT is overtaking the demand for this 
product, and the supply situation will probably be adequate in 1948/49. 
Rotenone-bearing roots are presently nearly adequate for the demand, and by 
1948 pyrethrum supplies may be sufficient for immediate requirements. The 
pesticides produced in larger tonnages, such as benzene-hexachloride, white 
arsenic, copper sulphate, and sulphur, are generally in short supply and are 
expected to remain so for the next two or three years, although sulphur sup- 
plies may be adequate to meet requirements by 1948. 
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SEEDS 


The severe winter of 1946/47 and the summer drought have also taken 
their toll of seed crops. The severe winter kill throughout north-west Europe 
particularly affected the production of root-crop seeds and seed potatoes in 
storage. The reduction in sugar-beet seed will probably involve some curtail- 
ment of area planted in 1948, possibly running to fifteen per cent of last year’s 
total. Feed-crop seeds, in general, are in short supply, with the exception of 
alfalfa, of which both Canada and the United States appear to have ex- 
portable surpluses. Supplies of hemp, oil flax, sunflower, and poppy seeds are 
reported adequate to meet the needs of most countries, but colza and fibre 
flax are estimated to be substantially below requirements. Grain seed, particu- 
larly certified and improved varieties, is short in many areas, such as Poland 
and the Middle East. 


LIVESTOCK 


As indicated above, it is virtually certain that livestock numbers in Europe 
at the beginning of 1948/49 will be considerably below the present level. This 
probably will result in even lower meat production than the present level, 
and it is possible that even dairy cattle may be reduced. Any significant in- 
crease in the number of hogs, cattle, or sheep, which might result from better 
pasturage or coarse grain production, would be unlikely to be of any magnitude 
before the spring of 1949. Even should the post-war grain crop in Europe be 
better than average, it would be unwise for governments to contemplate any 
great increase in grain-consuming animal units until stocks have improved 
beyond the level at which there is constant threat of famine. 

In Argentina, Canada and New Zealand, major meat-exporting countries, 
the number of hogs is increasing, and the number of cattle is mounting also, © 
though at a slower rate. However, the increase in Canada is at the expense of 
exports of feed to European countries, and in the United States the number of 
hogs, cattle and sheep is expected to decline moderately. Other livestock- 
producing countries show varying trends, but are unlikely to alter the picture, 
which indicates a livestock population somewhat reduced from last year. 


FARM LABOUR 


Farm labour, commonly plentiful in most parts of the world, has been 
insufficient in Europe and, to a lesser extent, in North America. In these 
regions, the war has caused the shift of a considerable number of the best 
farm workers into industry, leaving a disproportionately large number of 
women, children and old men to do the farm work. A reversal of the trend 
is not likely, owing to the expected acceleration in the reconstruction of in- 
dustry and commerce. To alleviate the labour shortage some countries, Eng- 
land, France, and the USSR, for example, are still using considerable numbers 
of German prisoners of war; others, such as Czechoslovakia, England and 
France, have brought in Italian labour and some displaced persons. Italy and 
perhaps Germany, are the only countries in Europe with surplus labour. The 
United States has been drawing on farm labour from neighbouring countries. 

To plant and harvest the 1948 crop, many of the European countries will 
continue voluntary and compulsory recruitment for agricultural work, widen 
the use of foreign workmen, and make farm labour more attractive through 
better wage scales and social insurance. 
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SUMMARY OF PROSPECTS FOR PRODUCTION AND FOOD SUPPLY a 


Review of the supply of requisites for agricultural production indicates that 
there has been progress in their availability since the end of the war. The 
food production gains in the 1945/46 production year were not repeated during 
the following year because unfavourable weather conditions affected several 
widely separated portions of the globe simultaneously. With average weather 
conditions in the current production year 1947/48, a resumption of post-war 
recovery in world food production can be expected. But weather is always 
an uncertain element and the world has no food reserves to lessen the impact 
of another bad crop year. 


Dry weather in the fall of 1947, during the normal seeding period for winter 
grains in North America and Europe, is an inauspicious start for the new 
production year. It is still possible, however, for this to be at least partially 
offset by favourable weather during the winter and the subsequent growing 
season. Reduction in livestock in Europe adversely affects soil fertility and crop 
yields. Despite this, however, it is reasonable to expect that world production 
of food for consumption in 1948/49 will be greater than during the preceding 
year. Favourable weather conditions may be expected to result in greatest rela- 
tive increases in production, compared with the previous year, in Europe and 
India, which in turn would relieve some of the pressure upon exportable 
supplies, since these are the two great food-deficit regions. 


Liberalized trade is essential to the achievement of a maximum increase in 
production, and to effective utilization and distribution of world food supplies. 
There is reason to hope that some of the obstacles, such as restrictive bilateral. 
arrangements, shortages of acceptable currency or credits, lack of transport 
facilities, and cumbersome machinery for trade negotiations and licensing, will 
be removed. The work of the International Trade Organization and the 
~ achievement of multilateral agreements among eighteen countries which con- 
trolled about eighty per cent of pre-war trade, the plans of the Economic 
Commission for Europe, the implementation of the European recovery pro- 
gramme and the efforts of the newly established World Food Council, the 
International Monetary Fund, and the International Bank for Reconstruction 
and Development can be expected to bear some fruit, even though it may be 
limited for the next few years. 

It is too early to go further in forecasting levels of food supplies in different 
parts of the world in 1948/49 although it appears that some general improve- 
ment is possible and even likely. It seems almost certain that even with good 
weather, food supplies per person will still remain below pre-war levels in many 
countries and that exportable supplies of rice, bread-grains, fats and oils, and 
possibly some other staple foods will fall short of import needs. Hence, the need 
for national food controls and international co-operation in the allocation of 
food supplies will continue. 


Related publications of the Food and Agriculture Organization in this field include 
the following: World Food Survey, July 1946; Wheat, Commodity Series No. 1, March 
1947; Fertilizer Review, third session, FAO Conference, August 1947; Farm Power and 
Machinery Review, third session, FAO Conference, August 1947; Review of Agricul- 
tural Pesticides, third session, FAO Conference, August 1947; Measures to Alleviate the 
World Shortage of Cereals and Other Foodstuffs, submitted to the General Assembly 
of the United Nations, September 1947. 
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Chapter 2 
THE EUROPEAN COAL SITUATION 


Before the war, Europe accounted for over fifty per cent of the world output 
of coal. In 1938, European coal production, exclusive of the USSR,’ amounted 
to 571 million tons.’ Europe was traditionally self-sufficient in coal and normally 
a net exporter; average annual net exports amounted to about 17 million tons 


during the period 1935 to 1938. ’ 


Coal mining has been the foundation of the industrial economy of Europe. 
In the period from 1935 to 1938, over four-fifths of the energy consumed in 
industrialized European countries was derived from coal.’ The supply of coal 
in normal times was not, however, a factor limiting industrial development. 
On the one hand, the decline in coal production since the war, and the even 
sharper decline in intra-European trade in coal, and on the other, the in- 
creasing requirements in connexion with the progress of recovery, have brought 
about a wide discrepancy between supply and requirements. As a consequence, 
Europe has found it necessary to import large quantities of coal from the 
United States. The shortage of coal in the post-war period has seriously 
impeded European reconstruction. 


Since the end of the war, European coal mines have been nationalized or 
placed under stringent governmental control in most European countries. Coal 
consumption is also controlled by various methods, including allocations by 
strict priority systems. 


Coat PropucTION 


European coal mines suffered relatively little devastation, but a number of 
factors have contributed to the low level of coal production since the end of 
the war: 


(a) During the war, coal mines were over-exploited for war needs, par- 
ticularly in German-occupied countries, where production methods completely 
disregarded future requirements. Coal production in almost all European 
countries was at capacity during the war; 


(b) Lack of proper maintenance and replacement caused general deteriora- 
tion of equipment, a large part of which was already obsolete; 


(c) The pre-war labour force engaged in coal mining was reduced con- 


* Unless otherwise specified, references to Europe throughout this chapter exclude the 
USSR because of inadequate data. 


* All data are in terms of physical volume. Unless otherwise indicated, tonnage figures 
refer to metric tons throughout the chapter. 


* Based on the estimate in the Report of the Committee of European Economic Co-op- 
eration, according to which eighty-two per cent of the energy consumed in 1935 to 
1938 in sixteen participating countries and western Germany was derived from coal 
compared with fifty-four per cent in the United States. The pre-war per capita consump- 
tion of energy varied considerably among countries; industrialized countries have a per 
capita consumption five times that of predominantly agricultural countries. 
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siderably during the war as a result of calling up miners for military service, 
removal of miners by the enemy to concentration camps and for slave labour, 
war movements of the population, and so forth. During the war, Germany 
managed, by the use of slave labour, to increase the number of workers in 
domestic coal mines and to maintain employment in coal mines in occupied 
countries. After the war, however, these workers left the mines. At the same 
time, the productivity of coal miners declined substantially owing to war 


exhaustion, inadequate food consumption, and reduction in the number of 
skilled workers ; 


(d) During the final stages of military operations, mines in a number of 
countries were flooded or damaged. Restoration of mines to working order 
required considerable time in the early post-liberation period. 


In the latter half of 1945, total European production of hard coal was at a 
very low level—about sixty per cent of 1938—and in most continental Euro- 
pean countries hard coal production was below fifty per cent of 1938 levels. 
During 1946 and 1947, the situation improved considerably. The high priorities 
attached to coal production and mining supplies, including various measures 
taken to increase the labour force and to improve living conditions of mine 
workers, were effective in increasing production. Table 5 shows production of 
hard coal in Europe in 1946 and 1947, compared with the annual average for 
the four-year period, 1935 to 1938. 


In 1947, production of hard coal in Europe, exclusive of the USSR, is 
estimated at about eighty-four per cent of the pre-war amount. Production in 
a number of countries either approached the pre-war level, as in Poland 
(within post-war boundaries), or exceeded it, as in Czechoslovakia and France. 
However, the two main coal producing and exporting countries, the United 
Kingdom and Germany (within post-war boundaries), continued to produce 
considerably less than before the war: the United Kingdom, about eighty-five 
per cent of the pre-war level, and Germany, about sixty per cent. These two 
countries produced 85 million fewer tons in 1947 than the average annual 
production during 1935 to 1938. Coal production in Belgium and the Nether- 
lands, was eighty-three per cent and seventy-eight per cent, respectively, of the 

re-war level. The output of small-scale producers (exclusive of Spain) 
equalled the pre-war level in 1947; important as their production is to the 
economies of the countries, however, it could not influence the general Euro- 
pean situation. 


Total European production of lignite and brown coal in 1947 was at the 
pre-war level. In a number of countries, production was higher than the pre- 
war rate; only in Austria, Poland and Yugoslavia did it lag behind. While 
lignite and brown coal are important as limited substitutes for hard coal in 
a number of less industrialized coal-importing countries, they cannot sub- 
stantially relieve the shortage of hard coal, including metallurgical coking coal. 
Lignite and brown coal are produced on a large scale only in Germany and 
Czechoslovakia, both of which are self-sufficient in hard coal; they are used 
for household purposes, thermal power stations, and for chemical production, 
especially for synthetic oil and rubber. Comparative production of lignite and 
brown coal is shown in table 6. 
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Table 5 . 


ANNUAL PRODUCTION OF HARD COAL IN EUROPE 
Pre-war average, 1946 and 1947 


1947 as 
Pre-war ’ per cent of 
(1935-38) 1946 19474 pre-war 
(Millions of metric tons) 
Main producers and exporters: 
United Kingdoms om 4 < as) os 230.2 193.1 199.7 86 
OMAN Stee pas eae an 3 Re 60.9 47.3 58.9 97 
aermany” js, cumarter. stie waters 136.0 63.2 OF 62 
DOTA iia ck Baba tne Vends daisies 430.1 303.6 342.7 80 
Other important producers: 
PCE tars Mee wets 8 le hs ala 45.6 47.2 46.5 102 
Bel Sign cient scientist siasgve wis -0 374 28.5 22.8 23.6 83 
CZEChONOVAKIA = few eto ee to's « 13.3 192 15.8 119 
INC INCTLANOS cena Tanatee ate la hye 13,1 _ 83 02 _78 
OTA Diets tse eee e geet 100.5 93.5 96.1 96 
@Oihericountriesa iiss shay ae 9.3 14.7 15.1 162 
RSS SS Tt onl gee a ele Sea a 127.3 ax Mes, aoe 
TOTAL: 
Including USSR ............ 667.2 i #8 bee 
Excluding USSR ........... 539.9 411.8 453.9 84 


Source: Statistical Year Book of the League of Nations, 1939 to 1940; European Coal 
Organization, Monthly Coal Statistics; United Nations, Monthly Bulletin of Statistics, 
and various national statistical publications. : 


. . Not available. 


* Actual production, plus estimates for last few months based on actual production 
level of latest month. 


b Within post-war boundaries. 


¢ Includes the following countries with specified annual average production in millions 
of tons during 1935 to 1938: Austria, 0.2; Bulgaria, 0.1; Greece, 0.1; Hungary, 0.9; 
Italy, without Istrian coal production, 0.9; Norway, 0.7; Portugal, 0.2; Roumania, 0.3; 
Spain, 4.6; Sweden, 0.3; and Yugoslavia, including Istrian coal production, 1.0. Switzer- 
land, which did not produce coal before the war, is included for the post-war years: 
1946, 0.1 and 1947, 0.03 million tons. The aggregate production of these countries 
without Spain, averaged 4.7 million tons annually during 1935 to 1938; 4.0 million tons 
in 1946; and 4.7 million tons in 1947, 


a ‘4 Vv cons d 
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Table 6 


ANNUAL PRODUCTION OF LIGNITE AND BROWN COAL IN EuROPE 
Pre-war average, 1946 and 1947 


1947 as 
Pre-war per cent of 
(1935-38) 1946 19474 pre-war 
(Millions of metric tons) 

BTEC ANI ee Wee os el UE fev dne, « ded 165.0 160.2 158.3 96 
RPEGOSHS VASA ite nrc <hecireeare aes ORS 19.5 402 143 
ALTE 8 RE ASC Rae BE 13 5.6 rp? 96 
EE hae), a a ne ee eee a 7.0 ce 4.5 64 
SEG TE Aa Pn a 4.5 ane 3.1 69 
STi Te Eas ere RS 5 ae a 3.2 2.4 Dal 84 
Roumania \ US Se ee Le 1.8 2.4 133 
LIE CESS Ree ee 1.7 aie} 3.0 229 
Sie ee a ES eS ae 1.0 Qual Dae 220 
I sik aed. «, SoMa = hace,» 0.9 1.6 178 
DAA Sa ae i a aes 0.4 0.9 0.8 200 
PAL Gr eds 54 6 arm 535.3, tue sanoS 208.5 ee 208.9 100 


Source: Statistical Year Book of the League of Nations, 1939 to 1940; United Na- 
tions, Monthly Bulletin of Statistics, and various national statistical publications. 

. . Not available. 

8 Actual production, plus estimates for last few months based on actual production 
level of latest month. 

> Within post-war boundaries. 

© Includes the following countries, with specified average annual production in mil- 
lions of tons in 1935-1938: Greece, 0.1; Netherlands, 0.1; Portugal, 0.02; and Spain, 0.2. 

4 Excluding the USSR. 


Coat Imports AND Exports’ 


Because of the unevenness of the distribution of coal resources in Europe, 
most countries of the continent, among them several industrialized countries, 
were dependent upon imports for most, or a significant part, of their coal 
supplies. Three countries—the United Kingdom, Germany and Poland— 
accounted, prior to the war, for eighty per cent of total European coal pro- 
duction and for over ninety-five per cent of the aggregate exports of net. 
exporting European countries. 

The decline in coal production and the changes in boundaries drastically 
reduced coal export surpluses in Germany. Prior to the war, 6.1 million tons 
were supplied annually to western Germany by the Silesian mines,’ which 
increased the possible volume of exports from western Germany. The post-war 
volume of exports to date has been affected by these factors, as well as by the 
low level of industrial activity in Germany. The decline in coal production in 
the United Kingdom eliminated its exports of coal to European countries 
entirely. At the same time, coal supplies available to most other European im- 
porting countries have been further reduced by declines in domestic production 
in many of them. 


1This discussion is limited to trade in hard coal, because of the unimportance of 


lignite and brown coal in this connexion. _ } f 
2 According to the Report of the Committee of European Economic Co-operation. 
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Total net exports of coal from the five European countries which had an 
export surplus of coal (see table 7) were forty per cent of the pre-war level 
in 1946 and in 1947. In 1947, the United Kingdom, while exporting about 
one million tons of coal to dependent oversea territories and Ireland, ceased to 
export to Continental Europe and even imported 0.7 million tons. German 
coal exports from areas within post-war boundaries declined to about forty 
per cent of the pre-war level. Poland exported 24.5 million tons during 1947 
or more than 150 per cent of pre-war exports from areas within post-war 
boundaries. These exports could not close the gap of about 58 million tons 
created by the loss of United Kingdom and German exports. Polish exports 
were absorbed by central and eastern European countries, including the 
USSR, and by western European countries. The USSR and, on a small scale, 
Czechoslovakia, which, prior to: the war, were coal-exporting countries, became 
net importers of coal. 

In 1947, the aggregate net imports of the European countries which im- 
ported coal, on balance, are likely to be ninety per cent, and if the USSR is 
excluded, about cighty per cent of the pre-war level. The distribution of coal 
imports among European countries differs from that before the war. Belgium, 
which was almost self-sufficient in coal, had a net import of about 3 million 
tons in 1947, and the Netherlands about 3.4 million, or 142 per cent of the 
pre-war imports. Austrian imports in 1947 reached pre-war levels, while 
imports of France, Luxembourg, Norway, Sweden, and Switzerland varied 
from sixty to seventy-five per cent of pre-war averages. Italian and Danish 
imports exceeded eighty per cent of pre-war amounts. Net imports of other 
European countries in 1947 amounted to about fifty per cent (see table 7). 


Table 7 


EUROPEAN NET EXPORTS AND NET IMPORTS OF COAL 
Pre-war annual average, 1946 and 1947 


1947 as 
Pre-war per cent of 
(1935-38) 1946 1947» pre-war 
(Millions of metric tons) 
Net exports®: 
Wnited Kingdoms. a. 2s ou... . 40.9 4.6 0.3 1 
| OLE Nae IRE Se Ra aa siiay os eke deus Ont 153 24.5 152 
Sera Yoder res ote ieyscuinsacts onan 28.1 12.7 11.0 39 


Source: Statistical Year Book of the League of Nations, 1939 to 1940; European Coal 
Organization, Monthly Coal Statistics; United Nations, Monthly Bulletin of Statistics; 
Economic Commission for Europe, Report to the Industry and Materials Committee 
(document E/ECE/IM/2. Rev.1); Report of the Committee of European Economic 
oa hesten and various national statistical publications. 

— Nil. 

* Import and export data include hard coal, coke, and small quantities of other 
manufactured solid fuel, lignite, and brown coal. 

>In the absence of official figures for the entire year, the given figures were calculated 
by adding to actual net exports and imports, estimates for last few months based on 
er tae for the latest month. 

¢ Including exports to countries outside Europe, amounting to 2 million i 
and less than 2 million in 1947, for French zd Bees oes territories. ee eae 

4 Within post-war boundaries. To permit comparison with post-war exports, Polish 
exports include and German exports exclude 6.1 million tons estimated to have been 
supplied by Silesian mines to western Germany before the war. 
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Table 7 (continued) 


1947 as 
Pre-war per cent of 
(1935-38) 1946 1947» pre-war 
(Millions of metric tons) 

Czechoslovakian, 000k c..k sate 2.6 0.4 — 
MEIC OP Rs. oak ost oh eeek ee Lee — — 

Torta, including USSR..... 89.2 59-0 35.8 40 

Tora, excluding USSR..... 87.7 33.0 35.8 41 
Net imports°®: 
PBC CR. ais ides 2 «os » syne)» ae) 10.0 15.7 69 
eNOS Al 0 toh id oi pss. 0.1 Bae 3.0 3000 
BEEN AGIOS fone coo arcs vs te es 2.4 2.8 3.4 142 
RAC MOSIOVAKIA Vania sss o0 50 oe — -- 0.5 
ON TEES ee a rea 3.3 2.4 Bea) 100 
LS 8 SR aR ae oA ee SL, 3.8 4.6 81 
Jol Shaily 2 a rn L2i2 5.8 10.6 87 
PAPSEEMOOUIE ees succes wees Sul 1.8 2.2 71 
SSIES Se eae en 2.8 1.8 7a 75 
VST AAT een Rel A eee 7.8 3.6 Dall 66 
SS MERCTIATIC POA, of cos aise se os 33 1.5 2.0 61 
ier COUNTIES". 6... 0. sibs. 8.6 Bid. 4.3 50 
USSSA eat er a a — 9.0 10.0 

Torat, including USSR..... 72.0 48.4 66.8 93 

Torta, excluding USSR..... 72.0 39.4 56.8 79 
Net trade (Exports —; Imports +) °*: ‘ 

TorTat, including USSR..... -17.2 + 15.4 31.0 

Tota, excluding USSR... .-15.7 a0.4 21:0 


© Including imports from the United States amounting to 17 million tons in 1946 and 
more than 30 million tons in 1947. 


f Includes the following countries: Bulgaria, Finland, Greece, Hungary, Iceland, 
Ireland, Portugal, Roumania, Spain, and Yugoslavia. 


From Poland; 1947 figure is a rough estimate. 


_. Imports in the amounts shown above were made possible only by heavy 
- United States exports of coal to Europe. European imports of coal from the 
United States amounted to 5.9 million tons in 1945; in 1946, they reached 17 
million tons, and during the first half of 1947, 16.5 million tons. For the 
whole of 1947, it appears that imports from the United States may be sub- 
stantially in excess of 30 million tons. The industrialized countries of western 
Europe are the chief importers of coal from this source. Large-scale imports 
of coal from the United States, at an average cost of $20 per ton (c.1f.), 
have been a heavy charge upon the limited dollar resources of these countries. 


It is estimated that the supply of hard coal in Europe in 1947, available 
from domestic production and net imports, will reach about ninety per cent 
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of pre-war supplies. Several countries which do not have any coal production, 
or produce on a small scale, had less than ninety per cent of their pre-war 
supplies of coal in 1947. The supply of coal in 1947 exceeded the pre-war level 
only in the United Kingdom, where it reached 104 per cent, and in Czecho- 
slovakia, where it amounted to 152 per cent of the 1935 to 1938 average. 
Further details are shown in table 8. 


Table 8 
ANNUAL SUPPLY OF HARD COAL IN EUROPE 
Pre-war average, 1946 and 1947* 


1947 as 
Pre-war per cent of 
(1935-38) 1946 1947 pre-war 
(Millions of metric tons) 

Main producers and exporters: 
United “Kinedom , 3%. .0. cap oe 192.3 188.5 1994 104 
POlENG Nast etn s «Rasiya ears 44.8 32.0 34.4 77 
FORTY cs Mr a o.ciaie. ois waters sated 107.9 50.5 Ash 68 
rs OTT te Ree Bet haar ee, Gee ie? 345.0 271.0 306.9 89 
Other important producers: 
PrareCer er Pe: Steg otis Ghose oe 68.3 Lie 62.2 91 
BC ISTOTEL he fey facia +3, tae Raa chs 28.6 25.0 26.6 93 
Netherlands 1.6 oh .aisc.< os st otegs eo 13 11.1 13.6 88 
Czechoslovakiatie. « tc..c <0 tics a3 10.7 14.8 16.3 152 
A OT ALIINE: testes cesar Sets > ohs's Rk ets 123.1 108.1 118.7 96 
GhbemCOURITICS =, 9 1c deter cee 56.1 48.1 49.3 88 
URS 26 Galo many ens aie 125.8 ee a 
ToTaL includmg USSR......... 650.0 ‘. x = 
ToraL excluding USSR......... 524.2 427.2 474.9 91 


Source: Tables 5 and 7. 

. . Not available. 

2 Domestic production, plus net imports or minus net exports; does not take account, 
therefore, of changes in stocks, consumption at the mines, and waste. 

Two principal ways of meeting the European coal crisis are: (1) expansion 
of European coal production, primarily in the Ruhr and Aachen area, in 
Poland, and in the United Kingdom, to restore the equilibrium between 
Europe’s coal supply and requirements’; and (2) importation of coal from the 
United States during the transitional reconstruction period. 


SHORTAGE OF METALLURGICAL COKE 


The shortage of metallurgical coking coal has affected European recon- 
struction most seriously, because it has retarded the production of steel and 
nitrogen fertilizers in industrialized western European countries. The resulting 
shortages of steel have hampered the engineering industries of these countries; 
many of the less industrialized European countries are looking to the engineer- 
ing industries of these countries as a source of supply for needed equipment. 


* Export availabilities would be increased to the extent that internal requirements do 
not absorb increased production. 
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The pre-war demand for hard coke by western European countries was 
largely satisfied by imports from the United Kingdom and Germany, and, 
to a small extent, from Belgium. In 1938, imports of coke by France amounted 
to 2.1 million tons; by Luxembourg, 2.0; Sweden, 1.9; Denmark, 1.4; Switzer- 
land, 0.9; Norway, 0.7; and Austria, 0.7 million tons. After the war, the 
.disappearance of exports from the United Kingdom and the decline in 
exports from Germany’ could not be offset by exports from other European 
sources, except for small quantities of metallurgical coking coal from Poland. 
The proportion of metallurgical coking coal in United States coal exports 
to Europe has been very low. As the supply of metallurgical coking coal in- 
creases, the shortage of coke oven capacity may prove to be a limiting factor 
in most countries which imported metallurgical coke before the war. Con- 
siderable idle capacity is available only in Germany and Italy. 

The planned expansion of 1948 steel production in France and Luxem- 
bourg requires larger imports of metallurgical coke than before the war: 
in France, 7.8 million tons in 1948, as compared with 2.1 in 1938 and 2.2 
in 1947; and in Luxembourg, 3.8 million tons in 1948, as compared with 2.0 
in 1938 and 1.8 in 1947. In other countries, planned imports are estimated 
to be about the same as pre-war imports. 

The European Coal Organization and the Economic Commission for 
Europe, when studying this problem, gave consideration to the possibility of 
increasing imports from the United States and of utilizing idle coke oven 
capacity. Economies in the use of available supplies of metallurgical coking 
coal and coke, for uses other than in steel production, as well as economy in 
the use of metallurgical coke in the steel industry by use of richer iron ore, a 
higher proportion of scrap, and so forth, have also been under consideration 
by these bodies. 


OBSTACLES TO FURTHER RECOVERY 


Sa 

Many of the obstacles to the restoration of European coal production have 
their origin in the pre-war condition of the coal industry in European coun- 
tries. European coal deposits have been relatively costly to exploit, because 
many coal-fields have irregular, deep, and thin seams, and their more favour- 
able deposits have already been exhausted. In several countries, the marginal 
cost of many mines exceeded the prevailing price and such mines were kept 
in operation by subsidies and monopolistic practices. : 

Two key problems have emerged in the post-war situation as serious obstacles 
to the recovery of European coal production: (1) the need for mining equip- 
ment in the face of a world shortage of such equipment and (2) the need 

“for increasing the size and productivity of the labour force engaged in coal 
mining. 
LABOUR SUPPLY AND PRODUCTIVITY 


Since the war, all European countries have been faced with shortages of 
skilled mine-workers, especially serious to those countries which prior to the 
war depended upon immigration to meet requirements for coal-miners. France 
and Belgium met this problem after the war by the compulsory employment 


1 Post-war export surpluses of hard coke from Germany are also affected by boundary 
changes and the level of industrial activity. 
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of German prisoners of war in coal mining. A serious situation exists 1n Ger- 
many, because large numbers of German miners are still prisoners of war, 
working in other countries. 


Table 9 


INDEXES OF EMPLOYMENT, PRODUCTION AND OUTPUT PER MAN-SHIFT IN HARF 
COAL MINES IN SELECTED EUROPEAN COUNTRIES 


Monthly average 1935-38 = 100 


Employment Production Output per man-shift 
1948 1948 19484 
(planned (planned (planned 


1946 1947 thl 1946 1947. monthly 1946 1947 monthly 
(July) (July) average) (July) (July) average) (July) (July) average) 


United Kingdom .... 89 92 93 Ue 86 92 86 91 95 
Poland: .:... : Re eee 119 129 158 80 96 114 58 72 76 
Germany: 

British ZONE =s2000.ee 75 90 123 47 60 71 54 56 49 

French zone ........ 67 89 as 60 90 110 78 87 na 
Bran Gelato 140 143 145 105 103 it? 70 68 74 
Beloinmpeesse ee 1D 118 149 75 83 92 58 hs 58 
Netherlands ............ 117 127 5 73 77 82 53 57 


Czechoslovakia ........ 126 143 155 100 118 136 73 78 80 


Source¢ European Coal Organization, Monthly Coal Statistics; 1948 employment esti- 
mates from Economic Commission for Europe, Report to the Industry and Materials 


Committee (United Nations document E/ECE/IM/2.Rev.1.) ; 1948 production forecast 
from table 5. 


. . Not available. 


81948 index calculated on the basis of output per man-shift implied in the 1948 
planned employment and production forecast, assuming the number of man-shifts per 
worker to be the same as in July 1947. 


In 1947, pre-war levels of employment in the coal industry were exceeded 
in all countries except the United Kingdom and Germany, where employ- 
ment was considerably below its pre-war level. Most countries are planning 
to increase the labour force in the coal mines in 1948. In the United Kingdom 
and France, however, the planned increases are small; in the former of these 
two countries, employment will still be below the pre-war level. Poland is 
expecting the return of a considerable number of its miners from France and 
Germany. Countries which have to replace prisoners of war and foreign 
workers are contemplating large-scale immigration of Italian workers and of 
displaced persons. France and Belgium have already concluded agreements 
with Italy for this purpose. New, and for the most part untrained, labour will, 
however, further reduce the already low average productivity. 

The productivity of labour in the immediate post-liberation period was not 
much above fifty per cent of the pre-war level in most countries. With the 
slow but steady improvement in the operation of mines and the special 
measures taken to improve living conditions of miners, productivity reached a 
level of sixty-eight to seventy-eight per cent of pre-war standards in most 
countries by July 1947; in the United Kingdom it reached ninety-one per 
cent. The productivity of labour in German mines, however, was still at fifty- 
six per cent of the pre-war level as late as July 1947, showing little or no 
progress over 1946. The high rate of absenteeism and the large proportion of 
older workers in the labour force continued to affect labour productivity ad- 
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versely. The targets for coal output and employment for 1948 assume a rela- 
tively small further rise in the productivity of labour, except in Germany and 
Belgium. 

_ Special attention has been paid in all countries to conditions of work and 
living standards of miners. Various privileges for such workers have been 
extended continually. Special incentives have been established in several coun- 
tries to attract new workers. ‘The European Coal Organization,* the Coal Mines 
Committee of the International Labour Organisation, and the World Federa- 
tion of Trade Unions’ have been reviewing this problem and have made a 
number of recommendations for improving the situation. Further improve- 
ment in the working conditions of miners, especially with respect to food and 
housing, appears necessary in order to raise labour productivity and facilitate 
recruitment of new miners. It is reported that in a number of countries the 
volume of production tends to vary with the supply of foodstuffs for miners, 
especially where the general standard of living is low, as in Poland. A some- 
what similar situation is also found in the Ruhr and Aachen area. 


EQUIPMENT 


European coal producing countries are facing a two-fold problem in 
respect of coal-mining equipment: (1) acquisition of equipment and parts 
necessary for normal maintenance and for replacement of worn-out equip- 
ment during the war, and (2) modernization and mechanization of mines. 

Before the war, many European countries depended very largely upon 
imports of mining equipment from Germany and the United Kingdom. The 
disappearance of German supplies after the war has created a serious problem, 
especially where there is a need for spare parts for coal-mining equipment of 
German manufacture. Production in the United Kingdom is rising, but is 
absorbed largely by the domestic market. Several European countries have 

_-tecently begun production of mining equipment, but such production has been 
limited almost entirely to less complicated component parts. 

It is agreed that mining equipment will be in very short supply in Europe 
for the next several years. In order to maintain their mines at present levels 
of mechanization, many countries of Europe will have to import substantial 
quantities of mining equipment from the United States. 

Coal production targets for the years 1948 to 1951, which are discussed 
further below, can be achieved only if supplies of equipment needed for 
gradual mechanization of the mines, and in addition that necessary for normal 
maintenance and replacement, become available. The need for equipment is 
especially acute in Poland and France, and in countries which produce rela- 

~ tively small quantities of coal but are almost entirely dependent on imports for 
necessary equipment. at 

The European Coal Organization has been reviewing the requirements for 
mining equipment and possible sources of supply. The preliminary results of 
this inquiry are presented, for selected countries, in table 10. The data in this 


1 See European Coal Organization, Coal Production Report, 19 June 1947 (MC 106). 


? See International Labour Organisation, Coal Mines Committee, second session, Gen- 
eral Report (Geneva, 1947). 


®See Conference on Coal of the World Federation of Trade Unions, Report on the 
Situation of the Coal Industry throughout the World, Paris, 6 to 8 January 1947. 
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table represent the estimates of the individual countries with respect to their 
domestic production and needed imports of mining equipment. 


Table 10 


PLANNED REQUIREMENTS, PRODUCTION AND IMPORTS OF COAL-MINING - 
EQUIPMENT IN SELECTED EUROPEAN COUNTRIES, 1948-51 


Requirements 
Domestic Imports Total Per ton of 
production coal mined# 
(Thousands of metric tons of steel (Kilogrammes of 

equivalent) steel) 
Belowumiy Birw wernt se ee 861.3 24.8 886.1 7142 
Brancewt ie? Ah S3e UE 235191 13.2) 2,592.3 Lio 
Nethetiands#i yess ek ie 22: 79.7 236.8 316.5 6.39 
United Kingdom ....... 4,418.6 39.6 4,458.2 4.79 
Poland gs eres nee 602.5 85.1 687.6 ZT 
SAAT Me Hin SaaS «tie aiete 447.2 84.7 Jog 8.75 
Germany (Bi-Zone) .... 1,747.1 oo.1 1,782.2 4.28 
ToTAL steel tonnage..... 10,675.5 JID 11,254.8 

(Millions of U.S. dollar equivalents) (Dollars) 

Belgmumimigewwe.. s..12) es 222.3 50. 272.7 2.36 
Bedncetan.tarnsietast Lot. 648.9 67.1 716.0 3.18 
Netherlands ........... 43.2 56.9 100.1 2.02 
United Kingdom ....... 937.0 39.4 976.4 1.05 
Bolatdier tats o. & lls. 253.0 90.8 343.9 1.14 
Baanoenn s.wisou tenet. 222.6 97.5 320.2 5:27 
Germany (Bi-Zone) .... 669.2 18.4 687.5 1.65 
MoTativaluers O00; 20). 2,996.2 420.5 3,416.8 


Source: Economic Commission for Europe, Report to the Industry and Materials 
Committee (document E/ECE/IM/2.Rev.1). 

4 Total requirement for 1948-51, divided by planned total coal production for the 
same period. 

It is estimated that about ninety per cent of the total requirements of 
countries shown in table 10 will be covered by domestic production in the 
respective countries. As shown in table 11, these countries expect to import 
a substantial part of their coal-mining equipment from the United Kingdom, 
Germany and other European countries. Remaining import requirements will 
need to be met from the United States. 

While the requirements for mining equipment for 1948 to 1951 for the 
three main coal-producing and exporting countries—the United Kingdom, 
Poland, and Germany (Bi-Zone)—are estimated at $2,008 million, only 
about $150 million needs to be met from imports. In the case of the United 
Kingdom and Germany (Bi-Zone), imports are only a small fraction of their 
total requirements, although of a key character. In Poland, however, imports 
represent more than twenty-five per cent of its total requirements. As shown in 
table 10, investments in the coal industry in these three countries are the 
most economical, both in terms of kilogrammes of steel and dollar value of 
investment per ton of coal mined. 
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Table 11 


Import REQUIREMENTS OF COAL-MINING EQUIPMENT 
IN SELECTED EUROPEAN COUNTRIES 


By supply source, 1948-51 


Supply Source 1948-51 1948 
(Thousands of metric tons of steel equivalent) 

Germany (Bi-Zone) ............. 126.8 30.9 

AI NEUEK ingdonie anwar ns ss. ae A - 29.9) 11.3 

Mme statese ck 2. eon ate oe Ss ERY) 54.8 

FOtbere GOUNITIeS itn. oc em aia + 227.7 Osa, 

PPorAtsstee) tonnage n..c.5 e ose a 544.3 154.7 


er) 


Germany (Bi-Zone) 


PBMC tS INOUOIN |S cia si. srcds ss Kok 35.8 Peet 
PUDITCC SLATES Pht, UE 2 a!, wee Esha oe ass 136.9 47.2 
therscountries?: ke. peor... Pees 143.0 41.7 
MLOEALCV Aue a 6 dec. cull ohiate an ets 398.7 123.3 


Source: Economic Commission for Europe, Report to the Industry and Materials 
Committee (document E/ECE/IM/2.Rev.1). 


a As stated by importing countries. (See table 10). 


> The discrepancy between this figure and corresponding data in table 10 is caused 
chiefly by the exclusion of import requirements of Germany (Bi-Zone) in table 11. 


Prospects For 1948 to 1951 


According to the Secretariat of the Economic Commission for Europe, total 
requirements for coal in 1947 amounted to 480 million tons,’ but in 1948, will 
be about 542 million tons as compared with the average annual supply of 524 

illion tons in 1935 to 1938. It is expected that requirements will increase 
further, to considerably above the pre-war level in subsequent years. 

Production targets of European coal-producing countries for 1948 to 1951, 
as shown in table 12, assume that total European coal production will reach 
the pre-war level by 1949; of the main exporting countries, Poland would 
reach pre-war production in 1948, the United Kingdom in 1949 to 1950, and 
Germany in 1951. 


Table 12 
ForECAST OF EUROPEAN HARD COAL PRODUCTION, 1948-51* 
Actual —_ Estimate Forecast 
1946 1947 1948 1949 1950 1951 


(Millions of metric tons) 
Main producers and exporters: 


PerteCINOGOM = one os nec 193.1 199.7 214 227 239 es) 
PO Mee es Perce = gene so = 47.3 Ss iaiee! 70 80 80 80 
CSREES la 9 i a ae eS 63.2 84.1 100 1h 128 138 
Gy ay 2 eae ee 303.6 342.7 384 419 447 467 


a Excluding the USSR. 


1See Economic Commission for Europe, Report to the Industry and Materials Com- 
mittee (document E/ECE/IM/2.Rev.1). 
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Table 12 (continued) 


Actual Estimate Forecast 
1946 1947 1948 1949 1950 1951 
(Millions of metric tons) 
Other important producers: 


France: 4: S2ijete ieee eee 47.2 46.5 Bh 53 58 63 
Belgium 5 .gG+-.. cn. Sele - 22.8 23.6 27 28 30 31 
INetherlandsmeecnie ane ee 8.3 10.2 11 12 13 13 
CLOTAL Mee aunt ees crs aremereer 78.3 80.3 89 93 101 107 
Other countries® ........... we 30.9 53 _ 48 y 42 peel 
OMA L Mr haa caret es corauabe ae 411.8 453.9 516 560 597 627 


Source: Economic Commission for Europe, Report to the Industry and Materials 
Committee (document E/ECE/IM/2.Rev.1) and Report of the Committee of European 
Economic Co-operation. ‘ ; 

> Including Czechoslovakia; planned production of Czechoslovakia for 1948 is 18 
million tons. 


The over-all position for the four years is summarized in table 13. 


Table 13 


PRELIMINARY ESTIMATE OF EUROPEAN HARD COAL DEFICIT 1948-51? 


1948 1949 1950 1951 
(Millions of metric tons) 


Requirements 2005. - 542 569 600 627 
Production #iw. «caus e516 560 597 627 
Dect tay supe eis Oe 41 24 18 15 


Source: Economic Commission for Europe, Report to the Industry and Materials 
Committee (document E/ECE/IM/2.Rev.1). 

a Excluding the USSR. For most countries, requirements and production are from the 
plans of the countries concerned. When no official data are available, estimates cal- 
culated on a comparable basis have been used. 

> The deficit in each year is 15 million tons higher than the difference between require- 
ments and production, because of estimated exports to that amount by certain European 
countries to areas outside Europe, and to USSR, comprising mainly United Kingdom and 
French exports to dependent oversea territories and Polish exports to the USSR. 


According to the above estimate, the net coal deficit of Europe will amount 
to about 41 million tons in 1948, and will gradually decline to about 15 
million tons by 1951. The complete elimination of the deficit depends on prog- 
ress in modernization and mechanization of European coal mines beyond the 
levels necessary for realizing the production targets for 1948 to 1951 (as set 
forth in tables 10, 11 and 12) and possible further economies in.the use of coal. 
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Chapter 3 
THE WORLD TRANSPORT SITUATION’ 


Tue EFFecT oF THE War 


The Second World War inflicted heavy damage on all means of transport 
and disrupted communication facilities in Europe and Asia. New military 
techniques and methods in the conduct of the war, and systematic demolition 
of plants and equipment by Germany and Japan and their allies, caused great 
material destruction to transport and communication bases. 


DESTRUCTION IN EUROPE 


The European countries lost about thirty per cent of their merchant marine 
tonnage. The greater part of the motor vehicles in use before the war were 
destroyed or disabled. More than fifteen per cent of the railway rolling-stock 
was fully destroyed, forty per cent was damaged, and six hundred thousand 
waggons were displaced. Thousands of miles of railway lines, a great many 
railway and highway bridges (well over half of thé pre-war number in certain 
countries), large and small stations, locomotive sheds, construction facilities, 
repair shops and other buildings, and harbour installations, as well, were either 
destroyed or incapacitated. Spare parts and materials were also either seized 
and removed, or destroyed. 

During the course of the war, the repair of railway and port facilities and 
equipment was inadequate, sometimes impossible, while the means of com- 
munication had to be operated at an intensified rate that resulted in excessive 

_wear. Stocks of solid and liquid fuels and lubricants were exhausted, and pro- 
duction was at a standstill. To the material destruction must be added the loss 
of many thousands of trained transport workers who perished as a result of 
military action—air raids, in particular—or died in concentration camps. 

All these factors led to an almost complete paralysis of transport in many 
countries in Europe, especially in eastern and south-eastern Europe where the 
destruction was particularly heavy. In the USSR alone, 65,000 kilometres of 
railway lines, 13,000 bridges, 4,100 stations, 428,000 waggons, and 15,800 loco- 
motives were destroyed. In Poland thirty per cent of the railway lines, seventy 
per cent of the large bridges, forty-two per cent of the locomotives, ninety-two 
per cent of the passenger cars, and ninety-eight per cent of the freight cars 
were either destroyed or removed. Yugoslavia lost seventy-six per cent of its 
locomotives and eighty-four per cent of its cars, as well as all steel bridges 
and eighty-one per cent of those made of reinforced concrete. 

In spite of the limited means of transport and the lack of fuel and skilled 
man-power, it was necessary to move important military freight and to trans- 
port basic commodities, particularly foodstuffs, for the civilian population. 

During the first months after the liberation, the volume of freight declined 
in all European countries, even where destruction was less intensive than in 


1 Prepared by the Transport and Communications Division of the Department of Eco- 
nomic Affairs of the United Nations. 
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eastern Europe. For instance, in Belgium it dropped to twenty-one per cent, 
in France to thirty-six per cent, in Austria to seventy-four per cent, and in 
Hungary to as little as eleven per cent of the pre-war volume. In Yugoslavia, 
Albania and Poland, all means of inland transport were practically inactive 
during the first months following the liberation. 


DAMAGE IN ASIA 


Significant although less devastating injury was caused to the transport 
facilities of the countries of the Far‘ East. In China proper, exclusive of the 
north-eastern provinces and Taiwan, seventeen per cent of the railways were 
either destroyed or dismantled, and ten per cent of the rails and twenty-five 
per cent of the passenger coaches needed replacement. The quantity of rolling- 
stock after the defeat of Japan roughly equalled that in use in the smaller 
territory under National Government control in 1939; but an important part of 
the railway stock—about half of the locomotives, forty per cent of the passenger 
cars, and one-third of the freight cars—was reported damaged and seriously 
in need of repair. Furthermore, it should be noted that the greater part of the 
Chinese railway network is in the north-east,'the principal theatre of the civil 
war, and is being used very largely, so far as it can be operated at all, for 
moving troops, arms, and munitions. Hence it continues to be exposed to de- 
struction and deterioration, 

More than eighty per cent of the Chinese merchant marine, a large propor- 
tion of the junks and fishing boats, over half of the motor vehicles, and about 
seventy per cent of the highways were seriously damaged, in part completely 
destroyed, by military action. 

Malaya’s railway system suffered intensely from air raids and from confisca- 
tion by the Japanese of one-fourth of the total length of rail, of many bridges, 
of one-third of the pre-war stock of locomotives, and of other rolling-stock. 
This confiscated material was transferred to Siam, whose transport system 
sustained some losses. In Burma most of the internal waterways were put out 
of commission. 

The transport system of Indonesia suffered significant losses during the war 
and has been further damaged in the recent fighting between Indonesian and 
Netherlands forces. 

The transport system of the Philippines was also ruined, but the inter-island 


shipping fleet was rehabilitated during the course of military operations by the 
United States Army and Navy. 


REHABILITATION PROBLEMS AND PROGRESS 


A major problem in most countries of Europe and Asia, in the first months 
after their liberation, was the rehabilitation of the means of transport as a 
basis for the revival of their internal economy and for the restoration of the 
international economic ties severed by the war. This rehabilitation proceeded 
at varying rates in the different countries. It was rapid, on the whole, in coun- 
tries capable of producing the needed equipment, such as Czechoslovakia 
France and the USSR, and also in those countries which did not suffer heavy 
losses to their transport systems (e.g., Belgium and Denmark), and which re- 
ceived substantial external assistance in the form of transport equipment or 
loans for purchase of such equipment, mainly from the United States, the 
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United Kingdom and Canada. On the other hand, in such heavily devastated 
European countries as Albania and Yugoslavia, which had inadequate facilities, 
or none at all, for producing the needed equipment, and in which the external 
aid received, including that from UNRRA, was insufficient to meet the needs, 
reconstruction of the transport systems proceeded with much more difficulty. 


EUROPE 


By mid-1947 the preliminary process of rehabilitation of the main branches 
of European transport had been completed; railways, road transport, and, to 
a lesser degree, inland water transport had begun to function normally; the 
tempo had increased, and the volume of freight traffic was greater. 


In July 1947, railway freight traffic in almost all the European countries 
exceeded the pre-war level, as is shown in table 14. 


Table 14 


RAILWAY FREIGHT TRAFFIC IN EUROPE 
Mid-1947 as percentage of 1938 monthly average* 


PRUShr uate thee oe 1S Pad ah Vr eee 122:2 
De Vitiapmeate te, Coe. Aes ce cares see teenies ee 105.8 
Pe PALIO Is Cock elt adit emamammantins «ark ote thee 146.7 
AUPECHOSIOVAKIAN Ac TE. Coe Oh ae eae ee P12:2* 
Pega emer s ee enc s kee i ee 136.2 
[Dako Ee6aUe ke Aaa Ree hae SAE Ti gRORIE ere ea REAL Bik 134.2 
ETA CCMME Meta ens. is Cae ee ee oe ee ee 145.9 
BUMTIGAL YIM cS a wl ts Seg Socks ¢ esata alot che atte 91.8 
Netherlands 4) fel) Sabi SS Eee ae he 98.3 
NOL WAY Sis ops erie uipcth aiecsio ps eo ANG wis ale hy aie 98.4 
POlAnGea ese han eet ke ee pO tla epenen 134.8 


~ Source: Statistical Office of the United Nations, Monthly Bulletin of Statistics, No. 10, 
1947 


a Bulgaria, Czechoslovakia and Norway, May 1947; Belgium and Denmark, June 1947; 
other countries, July 1947. 
b Percentage for Czechoslovakia is based on 1937 monthly average. 


When the great damage inflicted on the railways of Czechoslovakia, France 
and Poland is taken into account, the reconstruction of their transport systems 
appears especially successful. ; 

The increases in railway freight traffic that have taken place in spite of 
acute shortage of rolling-stock have been achieved by improvement in oper- 
ating efficiency, and especially by accelerating the turn-around of rolling-stock, 
and by relaxing somewhat the operational requirements and safety regulations 
pertaining to freight and passenger traffic. These factors may, however, involve 
a more rapid depreciation of equipment, especially if the lack of proper 
maintenance and repair during and after the war is taken into account. For 
instance, on the French railways, freight-car loading is now 135 per cent of 
the 1938 rate. Similar conditions prevail on railways in Czechoslovakia. 

Merchant marine traffic, gauged by the tonnage of vessels in external trade 
which entered port with cargo during the third quarter of 1947, has not, 
except in the case of Denmark, attained pre-war levels in those European 
countries which participated in the war (see table 15 on page 220). 
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Table 15 
ToNNAGE OF VESSELS ENTERED WITH Carco 
Average of third quarter 1947 as percentage of 1938 
monthly average 


Bel QUuiny ai tac eit eles 2 sagt eee ee 84.2 
Denmark: “rrinhe oat ee cee ee eee 103.6 
Finlan dates. cts kin oes eo ee 90.5 
PrancC@ae sc. go eee oo has cece eo TE Ee Doel: 
Netherlands 3655.00 coe ete omer eee aoe 49.2 
INOEWAYs ee cede nec ik ote oases ote, eee Panne ee 0.39 
POLAT Siete cack co cota saat Auekcts eee eh ae eRe 54.8 
United Kingdom. . 43. csp). ce ea ee Tice 


Source: Statistical Office of the United Nations, Monthly Bulletin of Statistics. 
@ Average for July and August 1947. 
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Notwithstanding the fact that the scope of destruction in the countries of 
the Far East was considerably less than in European countries, the rehabilita- 
tion of their transport is progressing much more slowly. The internal warfare 
waged in several countries of Asia and the Far East prevents concentration 
on problems of rehabilitation and development of transport. Since relevant 
industries are generally lacking in these countries, transport facilities, equip- 
ment and material can only be supplied from the outside, e.g., from the in- 
dustrially developed countries of Europe and America. All, or almost all, the 
needy countries have little money for such purchases; therefore their transport 
rehabilitation will be possible only with the help of foreign loans and material 
supplies. 

UNRRA rendered great help to some of these countries. China obtained 
locomotives, cars, vessels, road-building equipment, motor vehicles, telegraph 
and telephone equipment, etc. Some ships were turned over by the United 
States from Navy surplus, some were leased from British shipping companies, 
and some vessels were bought in the United States and the United Kingdom. 
The total tonnage available at present is about the same as before the war, 
but falls short of China’s actual needs. An attempt is being made to restore 
port facilities. The telecommunication system has been only partially restored. 

Korea’s transport was rehabilitated by the authorities of the two military 
governments in their respective zones, but until now there has been no 
exchange of goods and no communication between the industrial north and 
the agrarian south; trade and transport connexions with other countries are 
practically non-existent. 

Malaya’s transport was rehabilitated to a great extent, except for part of 
the railway equipment used by the Japanese for the construction of the Burma 
to Siam railway, which has not been fully recovered. This rehabilitation was 
effected by the British Military Administration. Some locomotives, cars and 
motor vehicles were obtained from American surplus property; some were 
ordered from the United States and Great Britain. Port facilities have been 
almost completely rehabilitated, but the operation of the railways is seriously 
hampered by lack of coal. 


Damages to Indonesia’s transport and communication facilities can be 
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repaired in part by local efforts. The highway system is inadequate, however; 
the roads are in poor condition and their improvement is beyond the country’s 
means. Conditions in inland water transport, which plays a very important role 
in the economy of Indonesia, are very unsatisfactory. The shortage of transport 
facilities is acute; although an attempt was made to produce wooden vessels 
after the war, the lack of timber, skilled labour and food were serious handi- 
caps to reconstruction. 

The railways of the Philippines are now operating almost normally but 
are handicapped by a serious shortage of rolling-stock. The number of motor 
vehicles was increased by the purchase of military surplus from the United 
States. The port and harbour equipment of the Philippines, as a result of 
repair work and new installations by the United States Army, offers greater 
facilities than before the war. Part of this, however, is of a temporary nature. 
Notwithstanding the purchase of United States Army and Navy vessels, ship- 
ping continues to be a bottle-neck in the economic rehabilitation of the 
country. 

The Pacific islands are experiencing difficulties in the repair and building 
of small vessels, their main transport equipment, as a result of the destruction 
of the few shipyards which were there before the war. 

Insufficient inland transport facilities in the countries of the Far East and 
South East Asia, particularly in China, India, Burma, and Siam, are largely 
responsible for the faulty distribution of foodstuffs that has contributed to 
the prevalence of famine conditions in districts to which food could not readily 
be moved from neighbouring areas. 

The transport system of Japan was well developed before the war, but 
because of lack of upkeep and the critical shortage of fuel, the present rail 
and water transportation facilities are overloaded and crowded. The merchant 
marine of Japan, the most developed in Asia before the war, is completely 
ruined, and its rehabilitation is proceeding very slowly. 

India plans to build its own ocean merchant fleet, but negotiations with the 
United Kingdom concerning technical assistance have not as yet had concrete 
results. 

The Siamese Government has adopted a three-year road-building plan to 
improve overland transport. 

In conclusion, although the transport system in most countries of Europe 
and Asia is still affected by the war and is still handicapped, especially by 
shortages in rolling-stock, steel and fuels, its condition, by and large, no longer 
constitutes a serious obstacle to the conduct of international and domestic 
commerce. 


INTERNATIONAL AGENCIES 


In many European and in some Asian countries a large part of the transport 
rehabilitation effected is to be credited to UNRRA assistance and to the ac- 
tivities of such specialized organizations as the European Central Inland 
Transport Organization and its affiliated organs. UNRRA helped Albania, 
Austria, Byelorussian SSR, China, Czechoslovakia, Greece, Italy, Poland, 
Ukrainian SSR, Yugoslavia, and, in some degree, other countries as well. 
UNRRA’s help in this field consisted in supplying locomotives, cars, trucks, 
rails, boats, materials for repair, fuel, etc. 

The European Central Inland Transport Organization (ECITO), the 
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European Coal Organization (ECO), and the Emergency Economic Com- 
mittee for Europe (EECE) performed a great task. The work of these Euro- 
pean inter-governmental organizations is being continued at present by the 
Economic Commission for Europe (ECE) and by its committees, specifically 
the Inland Transport Committee. 

The creation of the United Nations Economic Commission for Asia and the 
Far East will be of assistance in the rehabilitation, development and improve- 
ment of means of communication in this area. 

Delays in the process of rehabilitating the transport system and the general 
economic structure have meant that the disruption of trade relations that 
took place during the war has not as yet been satisfactorily overcome. ‘Transport 
difficulties have hindered the distribution of such colonial products as rubber 
and rice from south-east Asia, cotton and jute from India, citrus fruits from 
Palestine, coffee from Africa, various agricultural products from Algeria, and 
wheat, coffee, cocoa, and other products from Latin America. 

Although many factors in addition to transport difficulties, such as lack of 
fuel and raw materials, have caused unemployment, as for example, in Italy, 
and have interfered with the exchange of commodities between urban and 
rural districts, as in France and Germany, the re-establishment and develop- 
ment of transport systems assumes particular importance at present because of 
the economic interdependence of nations and the greater necessity for com- 
mercial interchange. 


COMPARISON WITH PRE-War STATUS 


The new political map of the world, the new political and economic re- 
lationships which are emerging, the decline of certain centres of production 
and consumption and the growth of others, have opened new channels for 
trade and supply. This, in turn, has changed the course of freight movements 
and the inter-relations among various means of transport. 


‘TRADE AND SUPPLY 


In 1946, the international trade of the European continent was smaller 
than in 1938 in terms of dollar value and even more so in quantum. The 
trade of other parts of the world, and of North America in particular, has 
increased substantially. Today, the United States constitutes the -principal 
source of world supply of manufactured goods, fuel, and foodstuffs of which 
there is great shortage in Europe generally and in large parts of Asia. The 
geographical pattern of transport of goods throughout the world is of neces- 
sity influenced by the factors behind the changes in the world trade picture. 

In the Far East, the most important change has been caused by the disap- 
pearance of Japan as a principal trading country. Asian markets are no longer 
supplied with low-priced merchandise manufactured in Japan. These goods 
have been replaced by articles imported from other countries, e.g., the United 
States and the United Kingdom, or supplied by the craftsmen and industrial 
workers of Asia. The Japanese merchant marine has practically vanished, 
yielding to ships of the Netherlands, Norway, the United Kingdom, and the 
United States. Continuing warfare in China, especially in Manchuria, in 
Indonesia, and in Indo-China, is depriving Asian and world markets of many 
articles which were produced in these countries. 
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The principal factor of change in Europe is the disappearance of Germany 
as the chief supplier of manufactured products and of coal, and as the chief 
consumer of raw materials and foodstuffs. The production of coal in western 
Germany is still some forty per cent below its pre-war figure. Coal mining in 
the Ruhr and Aachen region in July 1947 was less than sixty per cent of 
average monthly production in 1935 to 1938. Furthermore, England, formerly 
in competition with Germany, is not in a position to supply the European 
market with coal, its 1947 output, including opencast coal, falling some thirteen 
per cent short of the pre-war average.’ 

The United States and Poland are now the chief coal suppliers, although 
the scarcity of freight cars in the United States has affected production by 
restricting coal loadings. 


EUROPEAN FREIGHT MOVEMENT 


Shipment of coal, the chief cargo of European inland transport, has altered 
its pre-war course, and the whole transport picture in Europe has changed. 
In normal times, European inland transport was largely utilized for the routing 
of manufactured products and coal from the west to the east, south-east and 
south of the European continent, and for carrying raw materials and food- 
stuffs in the opposite direction. 

At present, coal from Silesia, which before the war found no markets in the 
west, is competing with American coal and coal from Westphalia and the Ruhr. 
Finished products are no longer routed from western to eastern and south- 
eastern Europe, and raw materials and foodstuffs are no longer diverted to 
the west. Today, the western countries are receiving finished products, as well 
as raw materials, from Czechoslovakia, Poland and the USSR; and in other 
eastern and south-eastern countries of Europe local conversion of raw materials 
and export of finished or semi-finished products are envisaged in the plans 
that have been or are being drawn up for the industrialization of these 
countries. 

Polish coal shipments are directed towards Austria, Belgium, Czechoslovakia, 
Denmark, Finland, Italy, Luxembourg, the Netherlands, Norway, Portugal, 
Sweden, Switzerland, Yugoslavia, and the USSR zone of occupation in Ger- 
many. Coal supply routes to the various countries frequently intersect each 
other. These cross-hauls result in such things as higher transport rates, over- 
loading of cars and waste of fuel. Although ECITO partially succeeded in 
reducing the number of reverse loadings, the situation could not be regularized 
because imports and exports depend primarily on reciprocal economic and 
political relations. ; 

The destruction of Germany’s transport system, as well as the division of 
Germany into four zones, also renders the transit of goods across the European 
continent more difficult. 

As a consequence, on the one hand, of destruction and, on the other hand, 
of changes in the political status of certain European ports—Stettin, Danzig, 
Trieste, and others—the routing of freight trains to and from the seacoast has 
also been greatly modified. 

An example of this modification is offered by the Netherlands. Because 


1¥For further details concerning coal production and shipments, see the preceding 
chapter, “The European Coal Situation”. 
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of its situation at the mouth of the Rhine, the central artery of a wide-flung 
network of waterways serving a large part of western and west-central Europe, 
this country normally holds a key position in the two-way flow of goods into 
and out of that region and adjacent central and east European areas. The 
disruption of this flow consequent on the dissection of Germany into separate 
occupation zones, the great decline in German production, heavy damage to 
the ports of Rotterdam and Amsterdam, as well as loss of forty per cent of the 
Netherlands railway network, has brought about the paralysis of the Nether- 
lands Rhine fleet, with resultant repercussions on the country’s economy. 


The establishment of Trieste as an autonomous state has led to a drop in 
freight traffic via the port of Trieste, partly because it has caused Yugoslavia 
to intensify development of its Adriatic ports, particularly Fiume (Rijeka). 


MERCHANT MARINE TONNAGE 


Great changes in the tonnage of the world merchant marine, resulting in 
marked shifts in its geographical distribution, have taken place. 


During the war, owing to the huge development of shipbuilding in the 
United States, the world merchant marine not only did not diminish, but 
increased, in spite of heavy losses at sea. In 1947 the merchant fleet of the 
world amounted to about 77 million gross tons, exceeding the pre-war figure 
by about 8 million gross tons. Many of the ships were faster and more modern. 


The most significant change in the distribution of the world tonnage among 
the maritime nations is the increase in the share of the United States from 
less than seventeen per cent in 1939 to over fifty-two per cent in 1947. British 
Empire tonnage, which before the war was nearly double that of the United 
States, is at present less than half as large as the United States tonnage, its 
share in the world total having dropped from thirty per cent to less than 
twenty-three per cent between 1939 and 1947. The merchant fleets of Japan, 
Germany, and Italy were almost annihilated. The Japanese fleet, which held 
third place before the war, has shrunk to approximately one-fifth of its former 
size and now occupies eighth place. The Italian fleet has decreased to one- 
fifth of its pre-war tonnage, and the German fleet to less than one-sixth. 
Large reductions have also taken place in the merchant tonnage of Norway, 
Denmark, the Netherlands, France, and Greece, as shown in table 16. 


Although the merchant tonnage in existence in the world is considerably 
larger than before the war, the tonnage in actual use is smaller. In the United 
States alone, in mid-1947, vessels aggregating 11 million tons, i.e., over one- 
fourth of the recorded tonnage, were reported “‘in reserve”. 


The greater part of the United States merchant fleet is government-owned. 
In 1939, the fleet comprised 1,236 vessels of 10.2 million tons dead weight, 
owned by private companies. On 31 March 1947, the corresponding figures were 
780 vessels of 8.7 million tons dead weight, a reduction of thirty-seven per cent 
in number and fifteen per cent in tonnage. The privately owned fleet was 
largely rejuvenated between 1939 and 1947, judging by the fact that seventy 
per cent of dry-cargo tonnage and sixty-three per cent of the tanker tonnage 
owned by private companies is less than ten years old. 
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Table 16 


WoRLD TONNAGE OF MERCHANT FLEETS 
1939 and 1947 


1939 1947 
(Thousands of gross tons) 

SPIRO SCALES Wamu MPN cree Sis Beh ech cos ide Sahowe es 11,500 40,500 

Bear ompye wt ehh ame Ud. region oe 9,000 27,000 

PERPCSEL VC Mer een eet. B/aat WaoMht! Mgte) ous 1 — 11,000 

ATCA LAL ESE), S88 AIH athe Sas ake wel: 2,500 2,900 
Bere Lia Tem A. We ote WE a Oe cen c 2 woes eee x 21,000 17,500 
A mee BRAN ante ck OORANC AL, nrc Sud AER 9 5,600 1,100 
SISTA? 1s g Oac  Se RAa 4,800 3,400 
USS UTTER? qa aos Screen ea ae a OA Re 4,500 700 
avert tl. Sw AH 5 bets allied Dae HOR, i: 3,400 700 
Prericr ands, Here Metre. ntve toads less a epys 3,000 1,900 
PnaCmireres. Wnts HEA Dee is, Saeko ok 2,900 1,700 
eee COM ine ie, Bit Pies Sac wick athe Akl see Ns 1,800 700 
Cem emer Sc sch cha ie. fas Whee e alee 1,600 1,700 
Bai eee eit es bers Ae els Le ep tN 1,300 1,200 
DROIAT ey feet ct CR olen big) saa 6 Tess 1,200 700 
SPOS 3. ge Rs tage race, 9 Rana aa ge anaenaN nan Cer eae 900 900 
eae Ee POR MEER aie: hoe: RISA eae ve a Its 5,000 4,300 
BY Er ECA Leer ite OS Src thee lies aOR aloes Tek 68,500 77,000 


Source: Fairplay, July 1947, page 36. 
il 


According to shipbuilding statistics, which exclude the USSR, Germany 
and Japan, the merchant tonnage under construction at the end of the second 
quarter of 1947 totalled 3,855,000 tons, made up of 2,300,000 tons of motor 
ships and 1,555,000 tons of steamships. The United Kingdom was building 
more than half of this total tonnage. The United States, whose shipbuilding 
activity has declined rapidly since the war, was building less than five per cent 
of the world tonnage under construction. The above world figure of 2,300,000 
tons of motor ships includes 51 tankers, totalling 450,000 tons, of which 25 
were under construction in the United Kingdom and only one in the United 
States. The world figure of 1,555,000 tons of steamships includes 13 steam 
tankers, of which 7 were under construction in United Kingdom shipyards, 
4 in France, and 2 in the United States. 


While the total of the world’s merchant tonnage as shown above is consid- 
erably larger today than before the war, when, in the opinion of experts, 
eighty-five per cent of the smaller tonnage then in existence would have been 
sufficient to carry the sea traffic, a good many of the maritime nations plan 
substantial increases in their tonnage. The Government of the United King- 
dom, for example, endeavours to foster expansion of Britain’s shipbuilding as 
one of the country’s principal export industries. The success of these en- 
deavours is attested by the fact that, by the end of September 1947, the ton- 
nage under construction in British shipyards exceeded by more than 1,100,000 
tons the December 1938 figure of 780,000 tons. 
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Considerable success has also been achieved in the rehabilitation—so far 
mainly in the nature of repairs—of the fleets of Denmark, the Netherlands, 
Norway, and various other countries. ; : 

In Paris, the Committee of European Economic Co-operation, in discussing 
the plan for European recovery, pointed out that transport is one of the key 
factors in the rehabilitation and development of the economy of the sixteen 
countries concerned. The plan provides, in particular, for the “restoration of 
the pre-war merchant fleets of the participating countries by 1951”. The 
Committee also stated that importing of vessels from the United States “‘s 
essentially temporary”’. 

Apart from receipts by various countries from the United States in earlier 
phases of the ship-disposal programme, the maritime nations estimate that 
under the European recovery programme they require about two million dead- 
weight tons of vessels from American surplus stocks. At present the shipbuilding 
programmes of these countries total about three million tons. By the end of 
the proposed aid period in 1951, these nations would have more tonnage than 
they had before the war. 

India, other countries in Asia, and some Latin American nations aim at 
creating substantial merchant marines of their own. The Greater Colombia 
Merchant Marine, an international shipping corporation, has been established 
by the joint effort of Colombia, Ecuador and Venezuela. 

The United States Maritime Commission has authorized the sale of war- 
built vessels, raising the total of such vessels disposed of to 1,555 by the end 
of the third quarter of 1947. Of this total, 481 vessels had been approved for 
sale for American-flag operation and 1,074 for foreign-flag operation divided 
among thirty nations. 

According to recent statements in United States shipping circles, there is 
at present an acute shortage of tankers available for use in the United States— 
Gulf Coast-North Atlantic service and also on the Caribbean—North Atlantic 
route. During the war the United States Government built 481 tankers, of 
which 267 have been disposed of and delivered, leaving 214 in the hands of 
the United States Maritime Commission. 

Before the war, the United States had at its disposal 127 passenger ships, 
compared with only 63 at present. President Truman’s advisory committee has 
urged a merchant ship construction programme, including the building of 46 
passenger liners over a four-year period. 


AVIATION 


Aviation is steadily gaining in importance as a means of carrying passen- 
gers, baggage, mail, and also freight. An especially important role is played 
by aviation in the transport service in Brazil and among Latin American coun- 
tries, as well as in vast areas of Africa and Asia with little-developed means 
of surface communication. 

The principal international organization in the field of aviation, the Inter- 
national Civil Aviation Organization (ICAO) is endeavouring to establish a 
general international code governing commercial rights in civil aviation 
Preparatory work has been done on a multilateral air agreement, the realiza- 
tion of which, however, has met with initial difficulties arising from diver- 
gences of opinion that manifested themselves at a conference convened by the 
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ICAO in Geneva in November 1947, attended by representatives of thirty- 
three Governments. 


GOVERNMENT CONTROL 


During the war, comprehensive operational control of the means of com- 
munication and transport was applied practically everywhere as an essential 
part of the general economic control exercised by governments. During the 
subsequent period of transition from war to peace economy it was often found 
necessary, particularly in those countries whose economy had been seriously 
weakened by the war, to maintain transport control in force while adapting 
it to changed situations, especially to facilitate the work on economic rehabili- 
tation and reconstruction. In the United States and other American countries, 
such relatively lenient transport control as had been introduced during the war 
was abandoned very soon afterwards. Here the transport difficulties are minor 
in comparison with those in Europe and Asia and since the war have been 
dealt with, on the whole, by voluntary action. 

The chief media of transport, especially the railways, are becoming national- 
ized in more and more countries. Long before the war, state ownership of part 
or the whole of the railway network was common all over northern, central, 
eastern, and southern Europe. Subsequently, railway transport has been na- 
tionalized in the greater part of western Europe also—in the United Kingdom, 
from 1 January 1948—and in many countries in other parts of the world. 

At the end of 1947 it was estimated that in the world as a whole, nearly 
sixty per cent of the railway transport system was government-owned or gov- 
ernment-controlled, the percentage varying in different parts of the world as 
follows: Australia and New Zealand, ninety-six per cent; Europe and Asia, 
about ninety per cent; Africa, seventy-seven per cent; South and Central 
America, sixty-seven per cent; North America, exclusive of the United States, 
fifty-six per cent. In the United States, accounting for a major share in the 
world’s total rail milage, no part of the railway system is nationalized. 

It should be noted that by contrast to nationalization of privately owned 
means of transport, state ownership of railways in particular has existed from 
the introduction of machine-powered land transport in those countries where 
the government has undertaken as a part of a policy of economic development 
to build railways itself, or to finance their construction from state funds raised 
in part by taxation, but mainly by borrowing at home and abroad. Such direct 
establishment of railways by the State has been, and is being, pursued in various 
countries of Europe with an initially low rate of local capital accumulation, 
and in under-developed countries in Asia, Latin America, and elsewhere. 

Nationalization of privately owned means of transport differs in external 
character, though not necessarily in fundamental ultimate purpose, from the 
above. Its immediate motivation varies from case to case, the aims most fre- 
quently advanced in post-war years being to avert economic collapse, to speed 
up reconstruction and recovery and assist in future economic development, to 
substitute co-ordination for haphazard competition among the various branches 
of transport, and thus to promote efficiency of operation of the transport sys- 
tem as a whole. 5 faring 

The highly developed railway system built up by private capital in the 
United Kingdom became public property on 1 January 1948, when the Trans- 
port Act nationalizing the railways as well as the London Passenger Transport 
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Board, many canals and other adjuncts of the railway network, took effect. 
The four large systems formed from 120 railways shortly after the First World 
War are now merged into a single national organization, the | British Rail- 
ways”. The approximately 1,000,000 shareholders in the four railway concerns 
and in the London Passenger Transport Board, the inland waterways, hotels, 
docks, and other services affiliated with the railways, whose aggregate stock 
had a market value of about £1,000,000,000, received in exchange British 
Transport three per cent guaranteed stock, maturing in 1978 to 1988. ; 

Measures of nationalization, extended to include other means of communi- 
cation and transport, in addition to railways, have been adopted in post-war 
years, or are being contemplated in various other European countries. Thus, 
in Yugoslavia, a law for the nationalization of all the principal means of trans- 
port was adopted in December 1946, and in Czechoslovakia a bill to nationalize 
motor transport on land, and river transport on the Elbe, Oder, and Danube 
river ports, etc., was under consideration at the end of 1947. 

Nationalization of railways in Argentina, involving their purchase from 
British shareholders and other British creditors, took place in 1946 and 1947. 


REQUIREMENTS FOR TRANSPORT REHABILITATION AND DEVELOPMENT 


As shown in a subsequent chapter “Progress of Economic Development”, the 
general economic plans that have been drawn up or are being prepared in a 
great many war-devastated or economically under-developed countries are 
practically all devoting particular attention to transport requirements. 

The shortage of transport rolling-stock in Europe has made itself most seri- 
ously felt as regards motor vehicles, locomotives, passenger coaches, and cars 
for hauling coal. The lack of coal cars is largely accountable for the bottle-neck 
in coal production, which in turn is one of the main obstacles facing the engi- 
neering industry on the European continent, already gravely weakened by the 
war and incapable as yet of satisfying the demand for the equipment and 
parts needed for replacements, maintenance and repairs. The shortage of ordi- 
nary freight cars, while persisting on the continent of Europe, appears less 
acute than in the first year or two of the post-war period, though the railways 
are now handling more carloads of freight than before the war. These various 
deficiencies point to the most immediate requirements for mitigating the diffi- 
culties with regard to operational material under which European land trans- 
port is working. A further critical requirement is the need for improved sup- 
plies of liquid fuels and lubricants, still markedly inadequate. 

The almost complete absence, in the devastated and under-developed Asian 
countries, of industrial facilities for production of the equipment and material 
needed for the rehabilitation of their transport systems, makes them highly 
dependent on the supply of such goods from overseas. Present conditions do 
not seem propitious for rapid materialization of these supplies in requisite 
amount. Transport rehabilitation in that part of the world may therefore take 
considerable time. 


RECOMMENDATIONS FOR INTERNATIONAL ACTION AND AGREEMENTS 


Recommendations for international action that have been made by interna- 
tional bodies of transport experts at meetings held during the past year stress 
the importance of continuing the census-taking of rolling-stock on Europe’s 
railways in order to identify it for restitution to the legitimate owners. This 
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work was begun by the European Central Inland Transport Organization, 
whose functions have been assumed by the Transport Committee of the Eco- 
nomic Commission for Europe. The importance has also been stressed of in- 
tensifying and improving the utilization of the rolling-stock of the different 
countries in Europe by prompt return of freight cars to their country of 
origin, and by establishing pools to reduce empty freight-car movement as well 
as cross-hauls of coal and other goods between widely dispersed points on the 
European continent. The Transport Committee of the Economic Commission 
for Europe has made recommendations to European Governments regarding 
periods for loading and unloading cars. Other vital tasks for its consideration 
are the taking of a census of inland-waterway and harbour craft, study of the 
need for and methods of improving the maintenance, repair, and renewal of 
Europe’s inland transport equipment, and study also of the question of stand- 
ardization and modernization of rolling-stock. 

Shipping, except for much of the coastwise navigation, is essentially interna- 
tional in character and is governed by a large number of international conven- 
tions and agreements. There are several international organizations dealing 
with particular aspects of shipping, though in a rather unco-ordinated manner, 
in the absence of any central inter-governmental organization comparable to 
those existing in other important fields of communication, such as postal serv- 
ice, telecommunications, and aviation. However, on the recommendation of 
the Transport and Communications Commission, the Economic and Social 
Council has authorized the holding of an international shipping conference in 
1948 to provide an opportunity for interested Governments to examine the 
possibility of establishing an inter-governmental world-wide shipping organiza- 
tion. The conference is also to consider whether the scope and purposes of the 
proposed organization should include the removal or prevention of unfair re- 
strictive practices by shipping concerns. The United Maritime Consultative 
Council has prepared a draft convention to serve, together with comments and 
proposed amendments submitted by Governments, as a basis for discussion. The 
draft convention foresees that the proposed inter-governmental maritime con- 
sultative organization “shall be brought into relationship with the United 
Nations in accordance with Article 57 of the Charter of the United Nations, as 
a specialized agency in the field of shipping”. 

Important recommendations bearing on the international aspects of the prob- 
lems of transport and communications have been made by the International 
Chamber of Commerce (ICC), which from the outset of its activities’ has 
paid special attention to these problems, and also by the International Labour 
Organisation. The ILO recommendations concern the co-ordination of inland 
transport in particular. Significant matters covered by ICC recommendations 
are urgent representations to carriers, exporters and importers to take joint 
measures to speed up transport of perishable goods and to take proper care of 
such merchandise in transit, requests to Governments to respect the rights of 
transport users, and in particular their right to choose the means of transport 
that best suits their needs, suggestions to improve the turn-round of vessels, and 
simplification of passport regulations and frontier formalities. The question of 
frontier formalities was given detailed consideration by a meeting of govern- 
ment experts convened in Geneva by the United Nations in 1946. 


1The International Chamber of Commerce was established shortly after the First 
World War. 
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Chapter 4 


WORLD MAN-POWER PROBLEMS 
Contributed by the International Labour Organisation 


Today, more than ever before, the solution of the man-power problems 
confronting the nations of the world is recognized as an urgent issue of 
national and international social policy. Full employment has been realized 
over large parts of the world. The immediate transition to peace has been 
accomplished without the large-scale unemployment which many had feared. 
Nevertheless, serious man-power bottle-necks now exist in widely scattered 
countries in differing stages of industrial and agricultural development. All 
countries lack a sufficient number of many kinds of skilled workers; some 
countries have an over-all shortage of labour; in other countries, man-power 
is being wasted through unemployment or under-employment. These problems 
constitute an obstacle to the advance to an expanding world economy with 
rising living standards, which must provide the framework for realizing the 
social objectives of the people of each country. 

* * * 


In Europe, a good many countries are at present experiencing an acute 
shortage of man-power. This is due, in part, to the implementation of large- 
scale reconstruction programmes, which necessitate the use of all available 
workers and create a heavy demand in certain industries, such as building. 
Moreover, there is a general shortage of skilled workers in all European coun- 
tries. Finally, the lack of workers in certain key industries, especially in coal 
mining, is keenly felt throughout the economy of the countries concerned, for 
the resulting shortage of coal is an obstacle to progress in virtually all other 
industries. There is therefore a problem of overcoming the general shortage 
of man-power, of finding or training a sufficient number of skilled workers, and 
of meeting the urgent man-power needs of key industries. 


Table 17 shows estimates of man-power requirements in a number 
of European countries, classified by branches of economic activity. It should 
be noted that these figures have been computed in a variety of ways and 
are therefore not closely comparable. They should be regarded rather as rough 
indications of present man-power needs. 


In certain other European countries, however, there is severe unemploy- 
ment. In Italy nearly two million workers are reported to be without jobs. 
There are some 520,000 displaced persons available for work, in camps located 
in Austria, Italy, and the British, French, and United States occupation zones 
in Germany. The Netherlands have a surplus of 40,000 agriculturists. Certain 
_countries of eastern Europe have indicated their willingness to allow emigration 
on a small scale from their territories.’ 


* Czechoslovakia has concluded agreements with Bulgaria and Roumania providing for 
the immigration into Czechoslovakia of agricultural and forestry workers. Sweden has an 
agreement with Hungary for the immigration of Hungarian workers. Greece has set up 
a committee to study the whole question of migration 
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Table 17 


ESTIMATED MAN-POWER REQUIREMENTS OF CERTAIN KUROPEAN COUNTRIES 
BY INDUSTRIES? 


Agriculture 
an Manufac- Build- Trans- Domestic 
forestry Mining turing ing port service Others Total 
(Thousands of workers) 

BNASUCE A, dug AY MER csegok cs 50 15 5 8 1 Dog 22 eth 
Belgium’. ees pete 6 25 13) 15 ~- 4 — 61.5 
Czechoslovakia ................ 220 10 Sy 70 ~~ — 2 359 
Himland 2. rave 42 0.2 PAD) A Lally 14 — 9 85 
Iran GO Met. . setae oocicccs 230 BS) 45 40 10 ~- — 380 
Dhuxembourgs 20 iitr.c...s0:- 4.2 _- 0.3 0.5 — 04 — 5.4 
ENetenicn stamens aiss ccc — 6 at 7 — 4 — a: 
INFOS RES EPS aca coco eee 8 — 1.9 — 3.8 — Dio 
IPOLANIG ste cvecteececreeteescccseu: — 114 170 80 20 — 80 
SWVUGCOIiumneeee scores ceronitts csc 23 4 85 25 4 12 12 a 
United Kingdom?! .......... 5D 5 30 — — -—- 30 120 


Source: Based on table compiled by the Economic Commission for Europe (ECE), 
Report to the Industries and Materials Committee, United Nations document E/ECE/ 
IM/2,Rev.1, 5 November 1947, pages 116 to 119. 


. . Not available. 

— Nil. 

8 The figures quoted relate in some cases to immediate needs and in others to require- 
ments spread over one or more years. In certain cases totals are not available. 


> Estimated immediate needs, computed from monthly data for first six months of 
1947 showing the number of vacancies and applications registered. The figures are 
probably on the high side, especially in the case of agriculture. 


¢ These figures were obtained from “Replies to the Paris Conference Questionnaire’. 


4 The figures for Czechoslovakia relate to the man-power required for the implementa- 
tion of the Two-Year Plan, spread over 1947 and 1948. 


© Man-power needs according to the plan for 1946; no more recent data available. 


f These figures (all groups except domestic service), represent additional man-power 
stated to be needed by undertakings having sent returns to the Central Statistical Office, 
but cannot be considered as a measure of total requirements. In the case of domestic 
service, the figures represent net vacancies registered with the Labour Exchanges. 


® Figures obtained by comparing in some cases planned figures for the summer of 1948 
with corresponding figures for 1947 and planned figures for the winter of 1948-1949 
with those for the winter of 1946-1947, so as to eliminate, so far as possible, figures 
affected by seasonal fluctuations. 


h Man-power requirements for 1947-1948. 


1 Tentative figures arrived at by computing the results of two inquiries on man-power 
needs: partial inquiry maed in enterprises covering 500,000 workers (seventy per cent 
of total) ; more comprehensive inquiry relating to requirements in mining and manufac- 
turing only (500,000 workers). : 


i Figures relating to the years 1947 to 1951. 


Although the total number of workers unemployed in various parts of 
Europe appears to exceed the total of specific shortages, this does not, of 
course, mean that the estimated present or future requirements can easily be 
met. Such surpluses as exist are mostly in countries other than those in which 
jobs used to be filled. Moreover, the great majority of the unemployed are 
unskilled, while the demand is mostly for skilled workers, as may be seen from 
the estimates in table 18. 
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Table 18 


MAN-POWER REQUIREMENTS OF INDUSTRIES OTHER THAN COAL MINING 
Up to the end of 1948 


A _ 4 Rewui ts 
eer dilled doe astilied) eer iilled <i for anskilles 
labour labour our labour 
(Thousands of workers) (Thousands of workers) 
Aastra. Chie ales 17.0 Sweden .......- 100.0 
Belgium | .a.ec rs Zio 9.0 Switzerland ..... 60.0 13.0 
Brance aso: tet. 150.0 115.0 United Kingdom 115.0* 
Luxembourg .... 1.5 ore) ies 
Netherlands ..%. 5.3 LOTALSeaeee are 476.3 140.9 


Source: Committee of European Economic Co-operation, Volume II: Technical Re- 
ports (London, 1947), page 299. 


@ Requirements stated are for skilled labour but this country has indicated its willing- 
ness to import unskilled labour, and, where necessary, to train it. 


Of the 617,000 workers required in these eight countries up to the end of 
1948 in industries other than coal mining, 476,000 are skilled workers. In 
coal mining it was estimated that some 60,000 workers were required, but 
most of the countries concerned would be prepared to employ physically fit 
unskilled workers and train them. 

Serious production bottle-necks have appeared as a result of man-power 
shortages in certain key industries, and this problem is one of the most press- 
ing in the present European economic situation. In the steel industry, for 
example, shortages of workers exist in Czechoslovakia, in France, and in 
western Germany. In the United Kingdom, local shortages coincide with some 
unemployment in other areas. In Belgium and Poland, on the other hand, the 
labour requirements of industry seem to have been met. 

In the building industry, the lack of workers which is felt in some countries, 
notably Czechoslovakia and France, is holding back progress in other industries 
as a result of the difficulty of finding accommodation for foreign workers who 
might otherwise be brought in. 

In the engineering industry, there is a general demand for skilled workers. 
Several countries which have planned an expansion of their engineering pro- 
duction, including Czechoslovakia, France, Poland, and Yugoslavia, are taking 
measures to recruit and train new workers for this industry. 

In agriculture, the situation is one of severe man-power shortage in some 
countries, particularly in France, but to some extent also in Belgium, Czecho- 
slovakia, Sweden, and the United Kingdom, and substantial surpluses in others, 
particularly in Italy and the Netherlands. 

The situation in the coal mines is particularly serious in many countries. 
The average age of coal miners has risen since before the war in France, 
the British and French zones of Germany, and the United Kingdom, as a 
result of a falling-off in recruitment of new workers and, in the case of Ger- 
many, of the employment abroad of many German coal miners as prisoners 
of war. Some countries, particularly Belgium and France, employed a large 
number of foreign workers in their coal mines before the war. Many of these 
were deported or abandoned the pits during the war. The problem of their 
replacement after the war was temporarily solved by the large-scale use of 
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German prisoners, but the release of these prisoners makes it urgent to meet 
man-power requirements by local recruitment and by the importation of 
foreign workers. New workers, both national and from abroad, are untrained, 
and it is necessary to organize training programmes for them. Poland, which 
is also experiencing a lack of skilled workers, is making efforts to repatriate 


Polish miners from abroad and to provide training facilities for newly recruited 
workers... 


This brief survey shows that in Europe there are, on the one hand, sub- 
stantial groups of unemployed workers, and on the other, serious man-power 
shortages. Unfortunately, and altogether apart from the problem of geo- 
graphical mobility, the great majority of the unemployed, including the dis- 
placed persons, appear to lack the particular skills required for the jobs that 
are available. In the case of the underground workers for the coal mines, in 
particular, it has proved almost impossible to recruit workers with experience 
in coal mining or similar work. Consequently, the solution of the European 
man-power problem depends not only on substantial transfers of workers from 
the areas where there is a surplus to those suffering from a shortage, but also 
on the provision of training facilities to enable workers to acquire the neces- 


sary skills.’ 


Man-power shortages are not confined to Europe, however. Australia and 
New Zealand both report over-all scarcity of male and female workers and a 
lack of adequate numbers of skilled workers in many branches of industry. In 
Australia, the number unemployed in June 1947 was 33,800, or one per cent of 
the total civilian labour force, showing a significant decrease from 4.3 per 
cent in June 1946, and 2.6 per cent in December. In Canada, employment 
has been at high levels throughout 1947; man-power shortage exists in certain 
industrial areas and in certain industries and occupations; there is a general 
shortage of skilled labour; unemployment has been “rapidly dropping to the 
level where the unemployed group is made up of persons temporarily out of 
work while changing jobs, or through occupational or geographical immobil- 
ity’. By August 1947 it had fallen to 73,000, or 1.4 per cent of the labour 
force. In the United States, there is a somewhat similar situation. A maximum 
employment level has been well maintained during 1947. 


Civilian employment is at record levels; in June 1947 it reached an all-time 
peak of over 60 million; and although there has been a slight contraction since 
then, owing to a seasonal decline in agricultural employment, the total of 
non-agricultural employment has continued to rise steadily. Unemployment 
in October 1947 was only 1,687,000, or 2.9 per cent of the labour force. As in 
most other countries, man-power surpluses exist along with man-power short- 
ages; and the shortage of skilled labour has caused difficulties in increasing 
production in certain industries. 


In south-east Asia the man-power situation is quite different from that in 
Europe or in the less densely populated regions of the world. Here a combina- 
tion of over-populated agricultural areas and under-developed secondary in- 
dustries has created an acute problem of chronic unemployment and under- 


1 Cf. “Man-power Problems in Europe” in International Labour Review, June 1947. 
Subsequent issues of the Review bring this information up to date. 
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employment. At the same time, however, there is a serious shortage of the 
technical personnel required for industrialization” __ 3 

In China, the utilization of man-power is again being placed on a war-time 
basis, but President Chiang Kai-shek has stated that the National General 
Mobilization Order of June 1947 is designed to serve not only military pur- 
poses, but also “national reform and reconstruction”. Plans have been made 
‘for the training of 10,000 skilled workers annually: (machinery, 7,000; elec- 
trical appliances, 1,000; chemicals, 1,000; mining, 500; and metallurgy, 500) ; 
and for the rehabilitation during 1946 to 1948 of 1,500,000 demobilized army 
officers and soldiers, of whom over 50,000 had completed their training by 
October 1947 in new occupations provided by the Central Training Corps. 
During the past two years, however, unemployment has been increasing. The 
number of jobless in industrial centres such as Shanghai, Tientsin, Tsintao, 
and Hankow was reported to be over 667,000 at the beginning of 1946; the 
unemployment situation in the interior, from where the factories had again 
been moved to coast areas, was also aggravated. It was reported in October 
1947 that, in Shanghai itself, the number of unemployed had increased from 
150,000 to 300,000 during the preceding three months. Most of these had been 
discharged from public utilities and industries such as textiles, shipbuilding and 
tool making. 

In parts of the Middle East, also, and in certain Latin American countries, 
the employment market situation is characterized by serious chronic under- 
employment, together with a certain amount of unemployment; while at the 
same time there are serious shortages of certain kinds of man-power, par- 
ticularly skilled labour.’ 

During recent months, a number of storm clouds have gathered on the 
world employment horizon. Most of these derive primarily from trade and 
exchange difficulties now menacing the employment plans of countries in 
different parts of the world and from political uncertainties. A good many 
countries are expecting difficulties in procuring raw materials, machine parts, 
and other equipment. So far, these factors have not created any extensive 
unemployment, but they constitute a menace which is not underestimated by 
the countries vitally concerned. 

If any basic conclusions can safely be drawn.about the present world em- 
ployment situation from the experience of the past year, they are, first, that full 
employment, while eliminating the problem of mass unemployment, creates 
many new man-power problems; and, secondly, that unemployment, though 
held within narrow limits in many countries of the world, has not been abol- 
ished, and under-employment, or disguised unemployment, persists in many 
parts of the world. If any single problem appears to dominate the scene, it 
is that of man-power redistribution, both in industrially developed countries 
and in those now in process of industrialization; the problem is one of re- 
distribution of workers among the different branches of economic activity, 
such as industry and agriculture; and among different industries, occupations 


* Cf. Preparatory Asian Regional Conference of the International Labour Organisation, 
New Delhi, 1947. Report II: Labour Policy in General, including the Enforcement of 
Labour Measures (International Labour Office, New Delhi, 1947) 

* Cf. International Labour Organisation Regional Meeting for the Near and Middle 
East, Istanbul, 1947: Report of the Director-General (International Labour Office, 
Geneva, 1947), Ch. III; “Organisation of Employment and Vocational Training”. 
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and skill categories. Quantitative and qualitative man-power redistribution 
within and among the different countries was stressed in the Re port of the 
Director-General of the International Labour Office to the thirtieth session 
of the International Labour Conference at Geneva in 1947: 


“Redistribution of man-power along lines dictated by the needs of the 
various economies is thus the core of current employment market problems. 
It contains, moreover, a significant development concept of employment market 
organization. Not only does the process of redistribution now extend beyond 
the mere re-employment of the unemployed, reaching into the ranks of the 
employed, but it involves a new sense of weighing the more essential against 
the less essential in national terms of social and economic welfare as well as 
individual desires. It means that all sources of man-power must be tapped and 
that in addition methods of ensuring the best utilisation of this man-power 
must be considered. While wartime experience lends a certain familiarity to 
this concept, its application in peace time is a novel development, holding 
many implications for the future.” * 


The immediate and pressing task in the field of employment market organiza- 
tion is thus to find the ways and means of carrying out the redistribution of 
man-power required to meet current and prospective requirements for workers. 

In the many countries now suffering from a general shortage of labour and 
a serious shortage of skilled labour, man-power policy falls into three main 
inter-related parts: the mobilization of labour reserves, the redistribution of 
employed workers, and the vocational adaptation of the skills of workers to 
the requirements of the essential employments. In the countries now seeking 
to industrialize their economy and to eliminate “disguised unemployment”, 
man-power policy centres around measures aimed, first, at developing or im- 
proving the information available about the employment market; secondly, 
at building up the basic machinery (in particular the employment service) 
to organize the employment market, and thirdly, at finding the means of 
redistributing workers between industry and agriculture and of providing both 
these branches of economic activity with an adequate supply of trained workers. 

The mobilization of labour reserves involves, in the first instance, measures 
which will result in guiding young workers in the light of their, individual 
aptitudes towards the occupations and jobs which most need to be filled at the 
present time. During the past year, measures for this purpose have been 
specially emphasized in most European countries, including, for example, 
Belgium, Czechoslovakia, France, Poland, Sweden, the United Kingdom, the 
USSR, and Yugoslavia. Steps have been taken to expand vocational guidance 
service for young persons and to ensure that young persons entering the em- 
ployment market make use of this service, to strengthen youth placement 
facilities and widen their use, and to co-ordinate vocational training and 
placement activities with a view to providing integrated assistance to the young 
persons concerned. In some countries in Europe, the great majority of young 
persons who leave now find their way into training or employment through 
the public vocational guidance and placement services. Even in countries where 
the man-power shortage is less acute or less general, greater attention 1s now 
being given to more careful allocation of young persons to the different 


1Page 44. The report contains a review of the world employment market (pages 


12 to 60). 
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branches of economic activity, and to the employments available within them. 
This is true, for example, in a good many of the Latin American countries, 
and in Canada and the United States. Australia, New Zealand and South 
Africa have taken measures to build up youth guidance and placement 
arrangements as a means of overcoming the scarcity of juvenile labour which 
now prevails in many industries and occupations and of broadening the voca- 
tional opportunities of young workers. ; 

Secondly, the mobilization of man-power includes the measures directed 
towards reabsorbing unemployed workers into productive activity. This has 
been an important aspect of man-power policy in the United States and in 
Canada. However, in the many countries with a labour shortage, the un- 
employed constitute a very small or non-existent “reserve” of man-power, 
though special pockets of unemployment exist (as in the development areas in 
the United Kingdom) or arise (as in certain areas in Poland). Such countries 
have abandoned the idea that there is an unavoidable “hard core” of un- 
employment consisting of people unable in any circumstance to contribute 
in any form to the national welfare. Even in countries which have a rela- 
tively high volume of labour turn-over, the period between jobs has tended 
to be short, except for a diminishing proportion of those most difficult to 
re-employ. What is regarded as the “irreducible minimum” of unemployment 
in each country is now a far smaller percentage of the total labour force than 
ever before. In fact, in many parts of the world there is a different, and less 
tolerant, attitude towards the whole question of unemployment. Immediate 
efforts are made to find out why unemployment exists in any particular in- 
dustry, occupation or area, and to ensure that the persons affected by it 
either are brought back with a minimum of delay into work useful to the 
economy—whether in their former occupation, industry or area, or in another 
—and suitable, so far as possible, to their qualifications and experience, or are 
made available to meet labour requirements of other countries. 

Thirdly, the mobilization of labour reserves includes campaigns to enlist the 
services of women in the employment market, either on a part-time or a full- 
time basis. In most European countries the supply of women workers has not 
proved to be very elastic. A good many of these countries have taken special 
measures to make the number of women at work greater by accompanying 
recruitment measures and propaganda campaigns by methods which will both 
encourage and make it possible for women with household responsibilities to 
take up gainful employment. Steps in this direction include, for example, 
equal pay for equal work, cheap and efficient laundry and mending services, 
special shopping facilities, communal kitchens or restaurants, créches near the 
homes or work places, and other arrangements to lighten the duties of women. 
The USSR has already taken a series of measures for this purpose; at present, 
Czechoslovakia, France and Poland are planning to extend such services to 
facilitate the employment of women; and the United Kingdom is making an 
attack on some of the obstacles which seem to have prevented a good many 
women from working outside their homes. 

In addition, most countries of Europe, including all those suffering from 
man-power shortages, have taken special legislative or administrative action 
to provide disabled persons with suitable employment, so as to make good use 
of this important source of labour supply. Measures for the selective placement 
of disabled workers have also been applied on an increasing scale in countries 
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of the British Commonwealth of Nations and in the United States. These have 
been successful, not only in filling jobs which needed to be filled, but in showing 
the wide range of employment suitable for disabled persons. 

In many countries, efforts have also been made to persuade older workers, 
many of whom are skilled and experienced, to stay in or return to employment. 
Here again, in most countries the problem is now not one of providing them 
with suitable job opportunities, but of supplying them with a moral and 
financial incentive sufficiently strong to induce them to stay in employment 
and of ensuring that they are wisely employed on work adapted to their physi- 
cal condition. In France and Great Britain, for example, old age pensioners 
may receive their full pensions while continuing to work. In Canada and the 
United States, older workers are often placed in suitable jobs by using the 
selective placement technique of physical demands-physical capacities analysis. 

In a number of countries, those sources of labour supply had been fairly 
well drained before 1947 began. By now, the bottom of the man-power barrel 
has been reached in many countries; but the demand of essential industries for 
suitable workers has continued to be unsatisfied. Thus, as noted, the labour 
shortage countries are now concentrating on carrying out a man-power re- 
distribution. which will provide more workers for industries and activities 
regarded as essential in present national circumstances and fewer workers for 
those considered less essential or “unproductive”. Measures for this purpose 
include direct and indirect controls of employment, restrictions on non-essential 
activities and industries (e.g., through import and price policy, and planned 
allocation of raw materials and motive power), rationalization of production 
methods, planned policy in regard to the location of industry, and the or- 
ganization of vocational training and retraining for adult workers. The employ- 
ment service is regarded as the pivotal part of the machinery of man-power 
redistribution, and its opportunities for influencing the distribution of workers 
according to economic requirements have steadily widened. 

Controls of employment, which were extensively used during the last war 
in the major belligerent countries and in certain neutral countries, and which 
were subsequently abandoned or relaxed in most of these countries, have been 
reintroduced in a great many European countries. These controls, which are 
backed by administrative constraint, usually grant the employment service a 
monopoly of engagement for employment and sometimes include a control 
by the service, of dismissal or voluntary leaving of employment and a power 
of direction of workers to employment. Where there is comprehensive economic 
planning, as in Czechoslovakia and the United Kingdom, controls of employ- 
ment are regarded as an indispensable part of employment organization. Else- 
where, less direct means of achieving man-power redistribution are considered 
more practical and desirable, as in certain western European countries. In 
most countries, including those where strict man-power controls have been 
provided for by legislative enactment, compulsion is, in practice, used only as 
a last resort. The fact, however, that the trade unions have in general accepted 
and even, in certain cases, taken the initiative in proposing man-power con- 
trols, illustrates how far public opinion is aware of the gravity of man-power 
problems. Outside of Europe, on the other hand, improving economic condi- 
tions have led to the abandonment of employment controls, with certain 
limited exceptions. 

Indirect control by the employment service over the movement of workers 


237 


into fresh employment is, however, an important method of man-power re- 
distribution, and one used all over the world in countries whose man-power 
problems differ in kind as well as in degree. Such control, if it may be so 
called, is exercised largely through employment service campaigns to inform 
workers of vacancies particularly needing to be filled, to popularize employ- 
ment in essential industries, occupations and areas, and to persuade workers 
to take up such employment. Employment counselling for job seekers is the 
basis of such indirect methods of diverting labour to essential jobs, and this 
counselling is, of course, combined with as efficient as possible employment 
market information and placement work and with schemes of vocational 
training and retraining. Even in the countries with extensive direct controls 
of employment, persuasion of workers to move to the jobs which most need to 
be filled constitutes the chief channel of redistribution, with the controls in- 
tended largely to bring larger numbers of workers and employers to use the 
employment service machinery, and with direct controls (especially the power 
of direction to specified employment) held to a minimum and used only as 
a last resort. 

Restrictions on less essential industries are often imposed for other reasons 
as, for example, shortage of exchange, raw materials, machinery, or shipping 
facilities, but they often provide man-power which then becomes potentially 
available for more essential industries. In other cases, less essential activities 
are deliberately restricted in order tu release man-power for other purposes, 
and in particular to overcome certain types of production bottle-necks, in the 
essential sector of the economy. In Poland and Czechoslovakia, for example, 
efforts have been made to cut down unnecessary employment in certain branches 
of the public service in distribution, trade and commerce, in so-called “Juxury” 
industries, and in occupations regarded as unproductive (including many kinds 
of service trades and handicrafts). Measures of this type are often part of 
policies aimed towards the rationalization of production, as in Bulgaria, 
Czechoslovakia, Poland, the USSR, and Yugoslavia. The Norwegian Labour 
Directorate has been carrying out a series of measures for redistributing man- 
power from less essential to more essential work in accordance with the Gov- 
ernment’s man-power budget for 1947. Belgium, France and the United King- 
dom have also been engaged in reducing, directly and indirectly, the volume 
of man-power employed in less essential activities. However, it should be 
emphasized that in all countries measures to restrict employment in non- 
essential activities have a useful effect on employment in essential activities 
only to the extent to which the labour released is suitable for, or adapted to, 
employment available in essential activities, and is actually placed in such work. 

Planned policy in regard to the location of industry is likewise being made 
an essential part of post-war measures for man-power distribution, both in 
many European countries and in Australia, Canada, India, and New Zealand. 
To some extent intelligent planning of the location of industrial activity pro- 
vides a means of using man-power on the spot—almost invariably easier than 
to move workers from one area to another—and also of strengthening the 
co-ordination between measures tending to release workers, with those for 
their re-employment in essential work. 

But no matter how wisely the distribution of industrial activity may be 
planned and carried out, it is sometimes necessary to move the workers to 
the work. Thus, the promotion of necessary geographical mobility of labour 
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has remained an important part of man-power policy during 1947. Many 
countries have taken special action to encourage workers to move to new 
areas with more plentiful or more suitable employment opportunities. As a 
tule, measures for this purpose include, above all, the provision of reliable and 
detailed information on working and living conditions (including the avail- 
ability of suitable housing accommodation) and financial assistance to make 
it possible for the worker and his family to decidé upon and carry out a move. 
_ The measures so far taken with a view to achieving man-power redistribu- 
tion have encountered a number of difficulties. Some of these can be traced 
to weaknesses in the machinery and personnel of the various national employ- 
ment services. It is therefore encouraging to note that during the past year a 
great many countries have taken positive action to build up their employment 
services so that the latter can meet the very heavy demands now being made 
upon them. Experience has indicated a particular need for adapting employ- 
ment service facilities to current man-power requirements. For example, there 
are few countries in which it is possible to recruit workers from rural areas, 
weeding out ineffectively employed man-power in such areas and safeguarding, 
at the same time, the essential needs of agriculture. There are few countries 
which have worked out the means whereby certain workers in particular cate- 
gories (for example, married women and disabled persons) or those displaced 
from special occupational groups (for example, from handicrafts, liberal pro- 
fessions and civil service) can be selectively placed in jobs and occupations 
where they can make a useful contribution to economic life. 

Many of the difficulties which have been encountered, however, have arisen 
because the promotion of necessary man-power redistribution at the present 
time requires, above all, the adaptation of the skills of the workers to the 
needs of essential industries. This means, essentially, vocational training and 
retraining for adult workers. In principle, measures for this purpose are becom- 
ing recognized to be of dominant importance. Almost everywhere, practice lags 
far behind. Nevertheless, for the first time, the question of the training of adult 
workers is now looked upon as an urgent question of social policy. Measures 
to organize suitable forms of training have been adopted in all the countries 
suffering from man-power shortage at the present time, and also in indus- 
trializing countries lacking trained workers for national development. 

Belgium and the Netherlands have increased the training and retraining 
centres open for adult workers. France now has some two hundred vocational 
retraining centres, concentrating especially on training adults for work in the 
building and engineering trades. The USSR has an extended training scheme 
through the application of which it is expected to raise average individual 
production by more than one-third. Great Britain has undertaken a large 
expansion of training schemes in many different trades, with special emphasis 
on the training of workers for building and coal mining. Poland has just put 
into operation an extensive training scheme for the rapid training of many 
categories of skilled workers, and also has a special scheme for the training of 
miners. Australia and New Zealand have reconstruction trade training schemes 
for adult workers that are operating successfully, and Canada and the United 
States have been training adults by a variety of methods. In India, progress 
is being made with the organization of technical training. Vocational training 
for adults is also under way on a limited scale in certain Latin American 
countries and in a few centres in China. 
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So far, the results of schemes for the training of adults seem to have been 
encouraging, though very limited in comparison with the need. It necessarily 
takes much time and money to train or retrain workers to meet the skills re- 
quired. With a few exceptions, experience of the organization and methods of 
the training of adults is lacking; the necessary premises, equipment, materials 
and instructors are hard to find; and often employers and trade unions alike 
have been slow to realize the need, not only for the initial training of in- 
experienced entrants into industry, but also for the up-grading of the existing 
labour force, which provides the only means for the absorption of new recruits. 
However, governments, particularly those suffering from immediate man-power 
shortage, are committed to the expansion of training schemes to the maximum 
possible extent, both for the training of their own workers and for the training 
of imported foreign workers. It is widely appreciated that only through well 
developed training programmes, fully supported by the employers and trade 
unions of the countries concerned, can man-power redistribution be success- 
fully achieved and levels of production and productivity increased. It is also 
recognized that the lack of skilled labour is not a problem which can be 
overcome quickly, and that the sooner attention is given to the whole question 
of the training and retraining of workers, the better chance there will be of 
safeguarding the future of each country’s economy. 


* * * 


With some countries desperately short of workers, and with others containing 
men and women without work and homes, the organization of migration for 
employment and for settlement has become a question of primary concern in 
man-power policy. The year 1947 has been marked by a careful re-examination 
of national policies of immigration and of emigration and by a number of 
important measures (bilateral agreements, in particular) which have already 
had certain limited results in achieving better international man-power dis- 
tribution. 


Europe is a source both of immigration and of emigration. A great deal of 
the migration now being organized among European countries is specifically 
intended to meet immediate, and for the most part temporary, labour require- 
ments of countries with man-power shortage. Agreements for the migration 
of surplus workers from Italy have been concluded between Italy, on the one 
hand, and Austria, Belgium, Czechoslovakia, France, Great Britain, Sweden, 
and Switzerland, on the other. By September 1947 all of these countries had 
received a considerable number of Italian workers. In addition, the British 
and French Governments have been recruiting displaced persons in their 
zones in Germany. Other agreements for recruiting displaced persons from 
Germany, Austria or Italy have been concluded between the Inter-governmental 
Committee on Refugees or the International Refugee Organization Preparatory 
Commission, and Belgium, the Netherlands, and Sweden. France has taken 
steps to recruit German workers for employment (particularly for mine work) 
in France, and Great Britain is considering the same thing. Continued employ- 
ment as ordinary civilians is being offered to German prisoners of war by 
some countries, including Belgium and France, by agreement with the Interna- 
tional Red Cross and the United States Government. In Great Britain and 
France, prisoners of war are given the opportunity of volunteering for employ- 
ment as ordinary civilians when they become due for repatriation. Czecho- 
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slovakia has enlisted the services of workers from a number of neighbouring 
countries; Poland has been repatriating workers from various areas; and 
population transfers have been carried out between Czechoslovakia and other 
countries, in particular Hungary and Germany. 

Oversea migration from Europe has been resumed more slowly. In the 
British Commonwealth countries, efforts are being made to meet the need for 
Increased man-power by continuation of the traditional intra~-commonwealth 
movement and by encouraging the emigration of specified categories of Euro- 
pean workers. Many of the Latin American countries are analysing their 
immigration requirements and possibilities of settlement more closely than 
ever before, and several of these countries have sent recruitment missions to 
Europe to undertake negotiations, more especially with the Government of 
Italy. An agreement has been reached between Italy and Argentina. In addi- 
tion, a number of non-European countries have agreed to recruit displaced 
persons as immigrants—namely, Argentina, Australia, Bolivia, Brazil, Canada, 
Chile, Colombia, Ecuador, Peru, South Africa and Venezuela. 

These examples illustrate the renewed interest in migration as a means 
of meeting today’s man-power problems. Without orderly migration, linked to 
employment opportunities, corresponding to national requirements, and safe- 
guarding the interests of the workers concerned, there is little chance of 
ensuring full and effective utilization of the world’s man-power resources. 


* * * 


The close attention given in so many countries during the past year to 
man-power problems has had its counterpart in the activity of international 
organizations. In November 1947, the United Nations Economic Commission 
for Europe appointed a committee on man-power which is to study, in 
co-operation with the International Labour Organisation and other organiza- 
tions concerned, some of the major man-power problems involved in European 
recovery and reconstruction. At its thirtieth session in Geneva, in June 1947, 
the International Labour Conference held a first discussion on employment 
service organization, and will hold a second and final discussion on the 
question at the thirty-first session in San Francisco in June 1948, with a view 
to adopting a convention and recommendation on the subject, which can 
serve as a useful guide to member countries in building up national employ- 
ment service machinery and in according it the functions necessary to adjust 
the supply of workers to the demands for their services and skills." Migration 
for employment is the special province of the Permanent Migration Committee 
of the International Labour Organisation, which held a first post-war meeting 
in August 1946 in Montreal and if, as is probable, the Governing Body of the 
International Labour Office so decides, will hold a second meeting in the 
near future. On the initiative of this Committee a model agreement for the 
organization of migration between countries has been drawn up for the con- 
sideration of Governments, which are also being consulted (partly as a result 
of a decision of the Economic and Social Council) on the desirability of 
revising the Migration for Employment Convention 1939 and the two related 
recommendations. The Committee has also proposed that the question of 


1Cf. ILO Employment Service Organisation. Reports V (1) and (2) prepared for 


the thirtieth session of the International Labour Conference, Geneva, 1947, and Report 
IV (1) prepared for the thirty-first session of the Conference, San Francisco, 1948. 
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technical selection and training of migrants be placed on the agenda of an 
early session of the International Labour Conference. Vocational guidance 
in relation to employment market organization is an item placed for first dis- 
cussion on the agenda of the thirty-first session of the International Labour 
Conference, to be held in 1948.’ Vocational training and retraining are being 
followed closely within the International Labour Office, with a view to such 
international action through the machinery of the Organisation as may be 
requested of the Office or decided by its Governing Body.’ 

The preceding general survey indicates that, on the whole, man-power 
policy, nationally and internationally, is increasingly being directed towards 
the general social objectives of full employment and rising living standards. 
At the same time, the simultaneous existence of man-power surpluses and 
shortages within and among the different countries, combined with a “global 
deficit” of skills, indicates that no opportunity must be lost to improve the 
efficiency of the employment market by measures designed to match more 
quickly and more accurately available workers and vacant jobs, and, where 
existing qualifications and the skills required do not match, to provide the 
necessary training. The types of measure required have been set out in detail 
in both national and international statements of policy; what is now needed 
is the development of specific administrative arrangements and facilities to 
ensure the practical application of these policies on an adequate scale. 

Problems of man-power are of vital importance to all countries. On their 
successful solution depends the success of economic and social policies and 
the well-being of all members of society. This solution is not, however, to be 
found merely in the more efficient organization of the employment market, 
important as such organization must be. It will depend to a large extent on 
the measures taken, nationally and internationally, to solve the whole range 
of inter-related problems of economic and social organization. Only as progress 
is made with the solution of these problems can the most effective use be 
made of one of the basic resources of the world: its man-power. 


*Cf. ILO Vocational Guidance, Report V (1) prepared for the thirty-first session 
of the Conference, San Francisco, 1948. 
_ For a fuller account of the work of the ILO on man-power problems see the sec- 
tion on “The International Labour Organisation” in part IV below. 
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Chapter 5 
PROGRESS OF ECONOMIC DEVELOPMENT 
INTRODUCTION 


Lack of economic development is evidenced by low standards of living, 
caused by lack of efficient and full utilization of man-power, natural resources, 
energy and capital. Some countries have made more progress in such utiliza- 
tion than others. As a result, there is extreme disparity in the average level 
of living standards among the various countries of the world. A comparison 
of national income per head of population indicates the order of magnitude 
of the disparity, even though in detail the figures may suffer from incomplete 
evidence (especially in the under-developed countries) , differences in definition 
or methods of computation, and wide margins of error. Table 19 lists, in 
descending order of recorded national income per capita, those countries for 
which such data are readily available. 


Table 19 
NATIONAL PER CAPITA INCOME, 1938 
U.S. dollars U.S. dollars 
Byrted States: fh a.eiess . 510.6 Argentina vin. seen 156.2 
iNew wealand bis. oo65 J), «% 500.0 Czechoslovakia, >. 2.25 24 137.3 
Wired) Kingdom:. 3.0.5... 481.2 Tialy?’ gaits cies eee ety tater 131.8 
Swiiveriand fil. . oul eves 447.6 Chile tenth AL 126.1 
SN SSG eo gee aoe 430.2 Hiungaryine sie Seti -au eee a Pil 
RREMEIStLAIAN DS. Minjelsiels/a.cb. ks Sa 5 423.2 Bulgaria ie ioiieny.les nocitet 109.7 
| CTT ES. a ae ea 351.8 Polaridity G5 23 tek Sows 94.3 
Be TISAPKMIS, cri Oe Glee de osc b 8 335.8 Greece. a Junie a. arse 78.9 
Ietneriands «.. uw. ss 6s oo 321.8 IMEXICOMS: ciscterstic. One 60.0 
RIAN ati safe pe ate sitwitd vis 258.6 Dominican Republic ..... 56.2 
DeIPUWG Ia. Fp Ae. 51082 s «,si0t2 2571 Boliviagt. Gabekack belt Sag 39.4 
hcelancimrteireecie ails. ah 250.0 Brazilay Geen 3335 
BGPRCEME Casas. 00 «5 Holes oh 3 243.9 Philippines nA shad oat 31,2 
Rairelanicliys i. hho «be Seve 168.9 Netherlands Indies ...... 22.0 
PNGEUE A ghee oe es we Oe es 164.7. China i. alae ner cake 17.6 
Cle ORL Byte eee ee 160.9 


Source: Statistical Office of the United Nations. 


Figures for 1938 have been used because they are available for the largest 
number of countries, but the evidence at hand indicates that international 
disparities have been further intensified during and immediately after the war. 
It is true that during the war much development took place in a number of 
under-developed countries with the assistance of the principal Allied Powers. 
Many of these countries are now striving to maintain these war-time gains 
as a permanent advantage to their economic structure. Under-developed coun- 
tries also benefited from liquidation or reduction of foreign debt and acquisi- 
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tion of foreign assets. Other effects, however, were less favourable. A number 
of under-developed countries suffered physical war devastation. In other under- 
developed countries normal development activity during the war was slowed 
down or virtually paralysed so that in most of them there are heavy arrears 
of maintenance and repair. By contrast, there has been rapid industrial develop- 
ment in some of the countries which were already among the most economically 
advanced before the war. Hence the position of some under-developed coun- 
tries has deteriorated, in an absolute sense, while the position of most has 
deteriorated in relation to the highly advanced countries. 

Developmental planning has to overcome enormous obstacles, such as short- 
age of technically qualified personnel to carry out projected schemes, in- 
adequacy of domestic savings and foreign exchange, lack of suitable statistical 
information, insufficient knowledge of resources, poor health conditions, de- 
ficiencies in education, and inadequate transport. 

Governments and many individuals in the under-developed countries have 
become increasingly conscious of the need for deliberate, organized efforts 
aimed at economic development. This does not mean, however, that com- 
prehensive and integrated programmes now exist everywhere. A number of 
countries proceed by means of an over-all plan which covers every phase of 
national economic or social life, but most countries proceed in a piecemeal 
fashion, coping with problems as they appear in different sectors of the 
economy. 

In some countries, public ownership and government operation embrace 
very large sectors of the national economy, but government recognition of the 
need for developing private initiative is the more common practice. This does 
not mean that governments abandon their rights to own and operate, and 
especially to control certain basic or key sectors of economic life. Credit in- 
stitutions, specially designed to provide finance on easy terms for agricultural. 
mining or industrial development have been proposed, established or expanded. 
Various forms of direct government participation in combination with private 
interests have been extended. At the international level, loans and technical 
assistance were sought by a number of countries from various international 
organizations. 

The methods employed by governments in promoting development were 
traditional and included tariff protection, exemption from taxes and duties. 
grants, loans, guarantees, and technical assistance. The forms of government 
sponsorship may range from the creation or maintenance of favourable con- 
ditions for production, through all shades of joint enterprise, to complete 
government monopolies in the production and sale of goods. 

While both the methods and contents of development programmes differ 
widely, their aims and objectives may be summarized as follows: 

(a) Better living conditions for the population. Improvement in the living 
conditions of the great masses of the people is generally recognized as the 
principal aim of development programmes and, indeed, of economic and 
social policies in general. This was underscored by the recent report of the 
first session of the Sub-Commission on Economic Development.’ Most Govern- 
ments recognize that this situation must be approached not only through 
economic improvement, but also through direct social measures. Thus in 


* United Nations document E/CN.1/47, 18 December 1947. 
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budgets of various governments provisions for steadier and more effective 
employment and improvements in the efficiency of production—largely by 
creating opportunities for a more diversified and modernized occupational 


structure—are coupled with housing projects, sanitary works and educational 
advancement. 


(b) Increased diversification. A high degree of specialization in the eco- 
nomic structure, frequently based on production of a few primary commodities 
highly sensitive in demand and price, characterizes many of the under-devel- 
oped countries. The desirability of reducing such dependence is generally 
stressed. Thus, many under-developed countries have embarked on measures 
to encourage the establishment of industries over a wider range as well as the 
diversification of their agricultural output. 


_(c) Improved agricultural technology. Agriculture is the primary occupa- 
tion in most, and is important in all, under-developed countries. It is very 
often conducted with outmoded methods that sometimes contrast sharply with 
the technically well advanced exploitation of natural resources, often in the 
hands of foreign enterprise. There is a widespread desire to improve agricul- 
tural techniques, increase agricultural equipment, improve systems of land- 
ownership, and apply scientific knowledge to soil treatment and conservation. 
Similarly, irrigation and land reclamation are important objectives, the former 
often as part of multi-purpose water development schemes. 


(d) Industrialization. Most under-developed countries show a strong desire 
to increase the share of industrial output in their national economy. Industries 
particularly encouraged are those which process local raw materials, or relieve 
food shortages, those which are considered strategic or key industries, and those 
which may have a favourable effect on the balance of payments. The desire 
for further processing of materials previously exported in an unprocessed or 
semi-processed state is universally expressed. Generally, heavy industries, in 
particular metallurgical and chemical industries, are favoured; their develop- 
ment is often associated with the development of mining and frequently with 
regional planning based on the development of a watershed. Key industries are 
also favoured to strengthen the national security of the under-developed coun- 
tries. It is not always possible to say where economic development plans end 
and where security considerations begin. 

(e) Multi-purpose water resource developments play a prominent part in 
many development plans. They usually constitute a combination of power and 
industrial development, with improvements in agriculture, transport, water 
supply, and other fields. They are especially favoured by under-developed 
countries lacking domestic fuel supplies. 

(f) Technical training is usually advanced by the setting up of institutions 
for technical research. These agencies are charged with the task of surveying 
natural resources and of determining the best and most efficient use for national 
products and materials. 


Economic DEVELOPMENT ACTIVITIES IN VARIOUS COUNTRIES 


The following brief account describes the present position and recent trends 
in economic development in a number of selected countries. The countries 
dealt with are mainly those for which data are more readily available or those 
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which have been included in the report on Economic Development in Selected 
Countries: Plans, Programmes and Agencies, prepared in the Development of 
Economic Affairs. Information on other countries is now being compiled with 
the aid of replies to a questionnaire that has been sent to Governments of 
Members of the United Nations. 


ARGENTINA 


The Government of Argentina has instituted a Five-Year Plan, covering 
the period to the end of 1951 and estimated to cost $1,500 million. Detailed 
provision is made in the plan for raising the requisite funds. Over a third of 
the planned investment will be for the development of power, with special 
emphasis on hydraulic power and on the development of petroleum, gas and 
other fuel resources; development of communications will absorb another 
third of the investment; and the development of agriculture, industries and 
social services—including public health, sanitation, etc.—will absorb the rest. 
The schemes will give employment to over 80,000 workers and provide 
opportunity for the settlement of some 250,000 immigrants. 


The above does not include capital expected to be spent by the Government 
either on its own initiative, or jointly with private enterprise, for the develop- 
ment of manufacturing industries. However, it should be noted that in- 
dustrialization, i.e. establishment of new industries or development of exist- 
ing industry, constitutes the most outstanding trend in Argentine economic 
policy today. In fact, even before the Five-Year Plan was enacted, measures 
were adopted that were designed to foster the development of more advanced 
manufacturing industries, especially the metallurgical and chemical industries, 
and to encourage domestic production of such import commodities as fibres, 
newsprint, plastics, and oils, and the processing for export in a more advanced 
stage of such commodities as leather and wool. In order to encourage enter- 
prises fitting these aims, not only are they granted protection, by exemption, 
or reduction, of duties on equipment and essential materials, but the Govern- 
ment may also help in establishing joint enterprises by means of heavy sub- 
sidies. Thus, even though there is no specific allotment of capital funds for the 
different kinds of industries to be promoted, plans so far presented or already 
in process of execution make it clear that industrialization has been a mainstay 
of general economic development of the country. Data contained in the Five- 
Year Plan suggest that by the end of 1951 industrial production may be raised 
by almost forty per cent above the 1943 level. The importance attached to 
the development of basic metallurgical industries is evidenced by the fact 
that the projected iron and steel corporation, a joint enterprise approved by 
the Chamber of Deputies in 1947, has been capitalized at $25 million. Blast- 
furnace construction has started and is progressing rapidly. 

In addition to the means provided by the Five-year Plan for the establish- 
ment of joint enterprises, mainly for manufacturing industries and power 
generation, Argentina has an industrial credit bank whose operations have 
been increasing steadily and which granted credits of more than 13,000 million 
Argentine pesos in 1945. 


Plans for agricultural development include improvements in grain storage 
facilities all over the country. 


A National Economic Council created in July 1947 is the central co- 
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ordinating agency for the development plans of the Republic; it has been 
endowed with extensive powers in the field. The President of this council has 
been invested with full Cabinet rank. 

An outstanding feature of Argentine development policy is the activity of 
State trading institutions, which operate both in buying and selling. 


Bo.uivia 


The plans for Bolivian economic development have been prepared and are 
being carried out by the governmental Bolivian Development Corporation 
established in December 1942. A long-range economic development plan cost- 
ing $88 million has been outlined, certain important parts of which have been 
embodied in a more immediate plan based on recommendations by a United 
States Technical Mission concerned with the first phase of long-range devel- 
opment. For this plan, $26 million has been allocated as follows: roads 
and railways, forty-six per cent (chiefly for highways) ; agriculture and irriga- 
tion, twenty-five per cent; oil development, twenty-one per cent; and mining, 
four per cent. The remaining four per cent had originally been planned for 
sanitation works, but was allotted to industry instead. The money needed for 
the execution of this plan has been partially raised through a loan from the 
United States Export-Import Bank of Washington. 

The Bolivian Oil Authority has included among its plans a new refinery 
involving $14 million; this project, too, is being financed by a loan from the 
Export-Import Bank. The Mining Bank has extended its operations to include 
the field of metallurgy. Plans already under way under the auspices of the 
Irrigation Bureau would enable the country to grow enough sugar-cane and 
cotton for its present domestic level of consumption. 


BRAZIL 


Brazil has no current over-all economic development plan, but deals with 
some of the basic problems separately, through specially designed plans. In- 
cluded among the latest are a national highway plan, of 1944, a national 
electrification plan, and a plan for railway re-equipment, submitted in 1947. 
The highway plan aims at an increase of about fifteen per cent in the road 
mileage of Brazil. A special fund for this purpose was provided and for 1947 
it was expected to yield revenues of about $38 million. The plan for railway 
re-equipment, which will extend over a period of ten years, will cost approxi- 
mately $460 million. 

Specific plans for important industries have also been drawn up and partly 
carried out by separate agencies, in the form of mixed companies. The most 
important of these is the National Steel Company, capitalized at $54 million. 
The Volta Redonda Steel Mill is the largest plant in Latin America, producing 
at the end of 1947 at the annual rate of about 325,000 tons of iron and steel, 
and a number of important by-products; its production is expected to be 
expanded to about one million tons per year. Among recent projects, the 
Sao Francisco Hydro-Electric Company, based on the Paulo Alfonso falls of 
the Sao Francisco River, may become of great importance to the north-eastern 
section of the country. The National Motor Engine Company, for the pro- 
duction of agricultural tractors, is practically completed. A school for tractor 
drivers is attached to the factory and it is hoped that this will become a centre 
of industrial skill. 
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CHILE 


Chile has no central plans for economic development but the Production 
Development Corporation currently issues partial “plans for immediate action. 


A new National Economic Council, established in December 1946, is now 
the superior organ for the co-ordination of activities. It works on a tripartite 
system of representation of government, employers and workers. 


The Chilean Production Development Corporation, which is sponsored by 
the Government, is promoting development schemes over a wide field. The 
emphasis here is on industries, power and communications. Electric energy 
is the largest single item. The Corporation has received considerable credits 
from the United States Export-Import Bank of Washington. The total amount 
of credits made available by the Bank and individual United States investors 
since April 1939 has been estimated at $100 million. The amounts actually 
drawn are, however, much smaller. 


The Corporation has applied’to the International Bank for Reconstruction 
and Development for a loan of $40 million to cover such projects as railway 
electrification, electric power, transportation, forestry products, and harbour 
equipment. The capital needed for carrying out the Development Corpora- 
tion’s main projects is distributed as follows: electric power, twenty-seven per 
cent; steel mill at Concepcién, 23.5 per cent; railway electrification, eighteen 
per cent; transport, seven per cent; agricultural machinery, six per cent; and 
cement plant, three per cent. These figures indicate the most urgent needs 
and must not be taken as actual projects. In railway electrification, for in- 
stance, more than half of the total sum represents expected future loans; the 
proportion is thirty per cent for electric power, and forty per cent for transport. 
With the completion of the programme outlined above and now partly under 
way, a six per cent increase in the national income above its 1945 level is 
expected, without taking into account secondary gains. 


With the exception of the steel plant at Concepcién which has been 
exempted from taxation, the Development Corporation does not enjoy any 
special privileges. 


CHINA 


China’s Five-Year Plan, covering the period 1946 to 1950, envisages a 
capital outlay equivalent to $7,300 million. Of this total, almost two-fifths 
will be devoted to transport and trade, about the same proportion to mining 
and industries, and the rest to power and agricultural development. The plan 
provides for the raising of half the required finance from domestic resources, 
and half from abroad. 


EcuapDOoR 


The Economic Development Plan of Ecuador, approved in. 1945, covers 
agriculture, cattle raising and industry. Its special emphasis is on agriculture. 
The execution of the plan is to be carried out by the Ministry of Economy in 
co-operation with other agencies, such as the Development Corporation. To 
cover part of the plan’s finance, a loan of 6,500,000 sucres was obtained from 
the Central Bank for the years 1945 to 1947. 
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Ecypr 


The Five-Year Plan initiated in 1945 calls for expenditures amounting to 
$210 million. The largest sectors of the plan are health and related fields 
(over two-fifths) and transport (over one-fifth). Provision is also made for 
expenditure on hydro-electricity, agriculture, irrigation, industry, commerce, 
education and social security. The largest individual project is the Aswan 
Dam, where hydro-electricity will be utilized largely for the production of 
artificial fertilizers. A second government-owned petrol refinery is also pro- 
jected. Improvements of water supply for the rural population are given urgent 
consideration. The main planning body is the Committee of Economic De- 
velopment, established under the Council of Ministers. 


GUATEMALA 


Guatemala has no over-all plan for economic development, but basic ideas 
and directives are contained in a Law for Industrial Development, presented 
to Congress in 1947. 


The Law establishes a priority system for the promotion of industrial invest- 
ments by classifying industries into three groups. The first contains the “basic” 
industries, food, clothing and shelter, which have an immediate bearing on 
raising the standard of living. The second group contains industries of a less 
essential character than the first, but considered useful for promoting full 
employment and utilization of natural resources in industries. In the third 
group are classed activities of lesser national importance. 


INDIA AND PAKISTAN 


In India, great interest is taken in development planning and the Dominion 
~ Government has plans for railway, highway and industrial development. An 
Advisory Planning Board was created in 1946. The Government is planning 
to undertake and operate many large hydro-electric projects, such as the 
Damodar project, and a large government-owned artificial fertilizer factory 
is understood to be nearing completion. 


The provincial governments of the Dominion of India also have many plans. 
The emphasis in all Indian plans is on industrial and power development, 
although plans for the development of communications, literacy and hospitals 
also occupy a prominent place. 


Information relating to India and Pakistan indicates that the plans of 
central and provincial governments will involve about $5,000 million. Elec- 
trical development, railways, roads, agriculture, and education, in that order, 
will account for the greatest expense. Also included in the plans is the annual 
production by 1952 of an additional three million tons of food grains. The 
Dominion of Pakistan is in a stronger position agriculturally than the Dominion 
of India. Further, its jute and tea exports are expected to strengthen its 
balance of payment position. On the other hand, Pakistan has less than a 
proportionate share of the sub-continent’s industries and coal deposits. Al- 
though it is too early to determine the main lines of development planning in 
Pakistan, it is certain that the development of hydro-electricity will play a 


crucial part. 
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TRAN 


Following the establishment in 1946 of a Supreme Planning Council, a 
Seven-Year Development Plan was started in 1946 and 1947, with a total 
envisaged investment of approximately $900 million. Expenditures on public 
health make up more than one-half of the total and agriculture and irrigation 
make up one-fourth. Foreign capital is expected to provide about one-third 
of the total cost. A Bank of Industry and Mines, capitalized at $75 million, 
was established in 1946. In the same year, a law was passed providing for 
the estates of the ex-Shah and the State crown-lands to be distributed among 
landless farmers. Irrigation schemes include the construction of ten dams to 
irrigate 150,000 hectares of cultivable land. The coal mines in the Teheran 
area are to be developed. Industrial development will rely largely on State 
ownership. 


IRAQ 


Iraq has announced a five-year programme for railway improvement, at a 
total cost of $20 million. A long-range road-building programme is being 
worked out by a committee of five experts. Among several irrigation schemes, 
the Habaniyah project is the most noteworthy. Credits for assisting private in- 
dustry are allocated from the State budget. 


Mexico 


The Mexican Government has promoted development both through an 
over-all Six-Year Plan and through specific measures and projects. The Federal 
Electricity Commission has made several local surveys to estimate the possi- 
bilities of hydro-electric development. An extensive programme of development 
for the six years ending 1952, costing about $265 million, has been drawn up. 
The Mining Development Commission is dealing with the mineral resources 
of the country. It has proved useful in furnishing technical and financial 
assistance to Mexican mining industries. 

The Government is anxious to secure foreign assistance and finance for its 
development projects and has already borrowed more than $104 million from 
the United States Export-Import Bank of Washington. It is understood more 
loans are in process of negotiation. In addition, an application for a loan of 
$209 million for development purposes has been made to the International 
Bank for Reconstruction and Development. 

The Manufacturing Industries Law approved in April 1941 contains many 
provisions for exemptions from tax and customs duties for industries classified 
as basic. These are mainly those industries producing foodstuffs and other 
necessities, or relying wholly or mainly on domestic raw material and resources, 
whose further development is desired. A great many industries have used the fa- 
cilities granted under this law. Industries so favoured by special treatment 
represent a sizable addition to the national economy since their establishment 
was responsible for an increase of about one-fifth in over-all industrial pro- 
duction in the 1941 to 1946 period, apart from the normal growth of the 
already established enterprises. 

Another powerful tool for industrial and general economic development is 
the use of government credits through a financing body called Nacional 
Financiera. This lending institution has been very active in financially — 
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strengthening many old and new enterprises. In the period from 1941 to 
1946, it granted loans and credits of about $115 million, besides making direct 
investments of about $45 million. The share of the main branches of in- 
dustrial activity in the sources of finance was as follows: steel, twenty-five per 
cent; electricity, ten per cent; cement, three per cent; railways, highway 
equipment, etc., twelve per cent; paper, three per cent; artificial fibres (mainly 
rayon), eight per cent; fertilizers, 2.5 per cent; petrol, nine per cent. Nacional 
Financiera borrowed $63 million from the Export-Import Bank for the pur- 
chase of machinery and equipment for various economic activities in Mexico. 
Another indication of the growth of activities of Nacional Financiera in 
industrial promotion is that in 1946 it granted credits to industries amounting 
to nearly 600 million Mexican pesos; in 1945, credits for the same purpose 
amounted to less than 400 million Mexican pesos. Since 1947, the activities of 
Nacional Financiera in the promotion of industries have been limited to large 
enterprises. Medium and small-sized firms are now dealt with by the Banco 
Nacional de Fomento Cooperativo. 


PERU 


‘Peru does not have a central development plan, department or centralized 
development corporation. The work in this field is done mainly through 
regional or specialized agencies, under the auspices of the Ministry of Finance 
and Commerce. The most important of these is the Santa Corporation estab- 
lished in 1943 with a capital of $31 million. On 31 December 1945, this 
Corporation, based on the Santa River watershed, had invested approximately 
$7 million, including forty-two per cent in railways; thirty-two per cent in a 
hydro-electric plant; and twenty per cent in port facilities and equipment. 
Hydro-electric development with an ultimate capacity of 125,000 kilowatts 
~ constitutes the core of the plans. Other hydraulic projects have been surveyed 
by the Corporation. Preparatory work for the establishment of a steel plant at 
Chimbote has begun, finance being made available by the Government through 
tax assignment and transfer of assets. 

Peru also has an industrial bank, which on 31 December 1946 had invested 
$4.5 million in industry, the most important fields being textiles and lumber. 

During 1947, a Peruvian Coal Corporation with a capital of $38 million 
was established. 


PHILIPPINES 


The Reconstruction Finance Corporation started operating on 2 January 
1947 and up to 30 April 1947 approved almost 900 loans amounting to 
25 million Philippine pesos, more than half of which represented real estate 
loans and over one-third industrial loans. 

Definite plans for industrial rehabilitation and development have not yet 
been announced officially. There are indications that they will cover a 
period of fifteen years with an envisaged expenditure of 3,200 million Philip- 
pine pesos, to be divided equally between industries on the one hand, and 
social services such as housing, hospitals and schools, on the other. 

Important programmes in the field of economic development have been 
pursued by the National Development Company, which, by the end of 1946, 
had invested 32 million Philippine pesos, including the following: cement, 18.5 
per cent; food production, 30.5 per cent; textiles, 4.5 per cent; coal mining, 
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four per cent; pulp and paper, three per cent; steamship operations, twenty 
per cent; airlines, 7.5 per cent. 


PoLAND 


The Central Planning Board announced a Four-Year National Economic 
Plan covering the years 1946 to 1949, combining reconstruction and long-range 
development. Expenditure estimates for the whole period are not available. For 
1947, however, they would total about 120 million zlotys, one-fourth of 
which is to be allotted to industry; one-seventh, to transport and reconstruc- 
tion; and one-sixteenth, to agriculture. The following are the production goals 
expected to be reached by 1949 (1946 = 100): agriculture, forestry and 
fisheries, 211.1; industry, mining and handicraft, 227.6; services, 270.4; and 
national income, 235.5. A high level of investment corresponding to about 
twenty per cent of the national income is provided. 

It is hoped that up to one-fifth of all investment will be financed by foreign 
credits. A loan application for $600 million has been made to the International 
Bank. 

The share of industry and services in the national income is to be raised 
from sixty-one per cent in 1938 to seventy-four per cent in 1949. Coal output 
of 80 million tons is planned. This would be 10 million tons more than the 
1938 output in the same area. The target for employment in engineering is 
to be 165,000. Trucks, locomotives, freight cars, tractors, motor cycles, and 
bicycles are to be produced on a large scale. 

Industrial development is largely planned on a basis of public ownership, 
and agriculture largely on a co-operative basis, particularly in distribution 
and procurement. 


TURKEY 


The Turkish Five-Year Plan announced in 1947 covers industrial develop- 
ment in the main. Its details are not as yet complete, but it is believed to aim 
at increased production of iron, cement, glass and textiles in order to replace 
current imports. A steel capacity of 300,000 tons is one objective. The five- 
year programme for transportation envisages an average annual expendi- 
ture of about $8 million. Because of its Five-Year Plan of 1934, Turkey is 
the pioneer of development planning in the Middle East. A Land Law pro- 
viding for redistribution of land was enacted in 1946. Turkish irrigation and 
drainage schemes for the next seven years will cost more than $80 million. Two 
State banks control industrial development. 


VENEZUELA 


The newly-created Venezuelan Development Corporation, established in 
1946, is actively engaged in the fulfilment of the most urgently needed imme- 
diate plans. Its funds consist of $27 million in grants and loans, certain other 
assets and an annual assignment from the government budget. Of $6 million 
which the corporation granted in credits in 1946, almost half went to agri- 
culture and cattle raising, especially the financing of a milk syndicate, and 
about one-third to the establishment of a large cement plant. Investments in 
1947 are estimated at $26 million, food and livestock items accounting for 
almost three-quarters of that sum. At a later stage, the Corporation is to 
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draw up a general development plan, including surveys of resources, demo- 
graphy, national income, balance of payments, and education. 

At the administrative level the work on development is focused in a Ministry 
of Development and an Advisory National Economic Council, established in 
1946. The main trend of policy is one of “dispersing the petrol”, ice. reducing 
the country’s excessive dependence on petrol exports. 

Other organs of development include an Agricultural and Livestock Bank, 
with capital entirely subscribed by the Government, supplemented by an 
Export-Import Bank loan; a Workers’ Bank similarly financed, and an In- 
dustrial Bank, with sixty per cent of its capital government-subscribed and 
with regular annual government contributions. The Government grants cus- 
toms reductions or total exemptions on equipment and materials needed by 
domestic industries, specially imported cotton. 

The Venezuelan Government also participates with the Governments of 
Colombia and Ecuador in a joint project designed to foster the development 
of a merchant marine. 


YUGOSLAVIA 


Yugoslavia’s Five-Year Plan, adopted in April 1947, provides for capital 
investment of nearly $5,600 million. Almost one-third will flow into mining 
and industries, and over one-fourth into communications. The plan lays down 
detailed targets, and pays special attention to the least developed areas of 
the country. The plan’s aim is to raise national income to a level ninety-three 
per cent above that of 1939. The rate of investment envisaged is very high, 
rising to 27.3 per cent of the national income. Reconstruction and development 
problems are inextricably interwoven but the plan is mainly concerned with 
new development. The share of capital goods in industrial output is to be 
raised from 43 per cent in 1939 to 57 per cent in 1951; in absolute figures 
it is to be 6.5 times that of 1939. Industrial production, which represented 
less than one-fifth of the national income in 1939, is to be raised to almost 
one-half. The main instruments of planning are the Central Planning Com- 
mission, and the planning commissions established by the individual People’s 
Republics. 


FRENCH OVERSEA TERRITORIES 


The development of certain of these areas on the basis of long-term plans 
covering ten years is provided for in a law passed in April 1946. Funds are 
raised by metropolitan budget allocations and long-term loans from the Cen- 
tral Bank of Overseas France, as well as from the territories directly concerned. 
General control of development plans is vested in the Department of Overseas 
France. The Monnet Plan embraced North Africa and the African oversea 
territories, in addition to the special plans outlined below. 

A Ten-Year Plan has been prepared for Morocco. Its targets include coal 
production—400,000 tons in 1951—electrification of the railway system, and 
hydraulic plants calling for the expenditure of 3,000 million francs over three 
years. The corresponding plan for Tunisia includes two hydraulic projects with 
an annual capacity of 150 million kilowatt hours and the irrigation of 173,500 
acres; it is administered by a special Bureau du Plan. : yy. 

Expenditure under the programme for 1947 for French West Africa is esti- 
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mated at 4,400 million metropolitan francs out of a total of 12,700 million 
for all the oversea territories, and includes the following: 


Percentage 

of total _ 
Ports? sa viel cath ieee be aielou ate bptiens beer erm 9.6 
Railways. <5 5 250s ce weleaes 0 se: 0,41ei sloiioragthe reteaptere 135 
Navigable waterways .......ceesseee ccc eeeeeeces 0.5 
ROBE haskeda erate Gl Ss fo chs beka 0d Bone aR ee eae 12.4 
Aviation mics wdicm leatts 4drsr0 8+ thers dae ep Se a Ey 
‘Telecomimunications. “ic... :)2<30t\ os oe eel eee 10.3 
Rlectricitye sat bgt) sols = stedbyit aS «tae ieee aan 1.7 
Agriculture and animal husbandry................ 14.2 
MiGs he es Kise, ss toe tehayel » lo bampaleab anata areene iene 1.4 
Health” Jae. t arc sca.e4 toe fies «ke ae Se eee eee 9.2 
Bducatrannt ss a7: ixcceviaw byob orai eta «mani ate tate ee 6.9 
OWN, DAMNING 2s x « sie ¥ on Bs 0 op le eis te 13.2 
Puriicauon-Of WALT. «occa ied able «al ee be eo mee 4.8 
CArOPTAD DY 2st 8 ns a meceneriin oie v2 ccd nere pete eee 0.6 


Heavy increases in the production of ground-nuts, palm oil, rubber, cotton, 
sisal and citrus fruit are planned for the African territories, and production of 
building materials is to be started. Sixty hotels are to be built to encourage 
the tourist trade. 


Non-SELF-GOVERNING TERRITORIES OF THE UNITED KINGDOM’ 


Under the Colonial Development and Welfare Act of 1945 which made 
available $480 million over a ten-year period, many oversea territories have 
drawn up ten-year development plans. They relate particularly to general 
social services, such as health and education, and to agriculture and transport. 

The character of these plans may be illustrated by the example of Nigeria 
where an expenditure of over $210 million is envisaged for the ten-year period, 
to be distributed as follows: 


Percentage 
of total 

mericulture and related atems.. >... acsme ea sone 14.9 
Transport and communications................... 21.4 
Industries, commerce and electricity............... 3.4 
Local development ‘schemes. sist, 1.0 this es fe ceters 3.8 
Bicucation {2 /c5): Geaeee copk cs cron eee On eee 14.6 
Healtircc? coach usial Sues osteo iee eee eeu see 19.6 
Town and village development and urban water 

SUpPMOS Cs 40's sa > Lins wan as ahlie Sabie ee Oe 8.2 
pocialwelfare, 1 ht. Bnd Mosse ete eee 0.7 
Miscellaneous «;.; 94 ji teres a Seth tae aE oe Ieee 13.4 


About forty per cent of this expenditure is to be covered by grants under 
the Colonial Development and Welfare Act. 

The creation of two corporations in this field has recently been approved 
by Parliament. One is the Colonial Development Corporation, which has a 
wide range of activities and is permitted to borrow up to $400 million. The 
second is the Overseas Food Corporation, specifically designed to promote 
schemes for food production. Its borrowing power is set at $260 million. It is to 
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take over and expand the ground-nut scheme in East and Central Africa. 
The Corporations are to supplement, but not to supplant, private enterprise. 

The machinery of planning is under the Secretary of State for the Colonies, 
advised by a Colonial Economic and Development Council, supplemented by 
a number of official research bodies. Expenditures are fairly evenly divided 
between “Development” in the narrower sense, and “Welfare”. 


INTERNATIONAL ACTION IN Economic DEVELOPMENT 


International action to promote development in under-developed countries 
has been making considerable progress on the organizational side. Most spe- 
cialized agencies and the various economic and social bodies of the United 
Nations are concerned with some aspect of economic development. Conversely, 
there is hardly a:facet of economic development which is outside the purview 
of some international organ. Some of them are touched upon in other parts 
of this report, dealing with the economic activities of the various United 
Nations agencies, but a brief summary would include the following. The 
International Bank for Reconstruction and Development has received loan 
applications from such under-developed countries as Chile, Iran and Mexico 
which are now being studied, and has under way studies’ of how best to serve 
loan applicants in their further development. The International Monetary 
Fund has sent out technical missions to assist under-developed countries, at 
their request, in matters concerning monetary and financial reform. The Food 
and Agriculture Organization, in the course of its activities in the field of 
agricultural development, which is of great importance for under-developed 
countries, has also had to cope with problems of related industrial development, 
such as water resources, production of fertilizers, and small-scale rural in- 
dustries. The International Labour Organisation is concerned with a ride range 
of problems closely bearing on development, such as occupational training, 
migration, organization of public work programmes, labour relations, social 
security, and wage policy. In addition, regional conferences held under the 
auspices of the International Labour Organisation have dealt with the specific 
social and economic problems of Latin America, Asia and the Middle East. The 
United Nations Educational, Scientific and Cultural Organization has started 
projects for field work in a number of under-developed regions in Asia, America 
and Africa. Although the World Health Organization is still in the provisional 
stage of organization, its Interim Commission is at work through field missions 
in many parts of the globe. The charter for an International Trade Organiza- 
tion (still in draft form at the time of writing) has the economic development 
of the less developed countries as one of its objectives. 

The United Nations organs themselves deal with other important aspects 
of development. The Fiscal Commission, the Statistical Commission, the 
Transport and Communications Commission, the Economic Commission for 
Asia and the Far East, the Economic Commission for Europe, the proposed 
economic commissions for Latin America and for the Middle East, the Social 
Commission, the Population Commission and the Trusteeship Council all deal 
with one or more aspects of the economic development of under-developed 
countries. j 

The danger, indeed, that economic development, which requires an 
integrated approach, may be broken up into too many separate facets was 
noted by the Economic and Social Council’s Sub-Commission on Economic 
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Development, in its first session, from 17 November to 16 December 1947. The 
Sub-Commission is concerned, not with separate aspects of economic develop- 
ment, but with economic development as a whole. In its first report to the 
Economic and Employment Commission, it stresses the “need for viewing 
economic development in terms of the country as a whole” and states that 
“in the absence of such a national viewpoint, there is a danger not only of an 
inadequate and slow economic development, but also of development that may 
be socially wasteful”. With respect to the field of action of national Govern- 
ments in the sphere of economic development, the Sub-Commission did “not 
express any opinion on the merits or demerits of private or public and State 
enterprise”,”’ but it felt “that economic development on the required scale in 
the under-developed and least-developed countries is not likely to be secured 
without a significant part being played by national Governments”. It also 
emphasized “the necessity of a closer liaison between the Governments of the 
under-developed and least-developed countries on the one hand and the 
United Nations and its specialized agencies operating in the field of economic 
development on the other’,’ noting in this connexion that technical assistance 
had already been provided by several of the specialized agencies, but that 
those agencies were of necessity limited to their own specific fields and that 
“need existed for the provision of assistance covering the field of economic 
development as a whole”.* 

While recognizing that the “under-developed and especially the least-devel- 
oped countries have a very small margin of savings because of their low 
income”, the Sub-Commission nevertheless emphasized “that the finances re- 
quired for economic development have to come largely from the effort of 
the peoples concerned, from the improvement in their national economic struc- 
tures, and from increasing national productivity”. At the same time, the 
Sub-Commission found that “a considerable measure of foreign financing will 
be required for promoting’” the economic development of many of the under- 
developed countries and that the available sources of international loans for 
development were “entirely inadequate to the needs”.’ “If economic develop- 
ment is to progress more rapidly during the next few years, a larger and 
better regulated flow of foreign funds than is currently available will have to 
be promoted by and through international agencies working within the frame- 
work of the United Nations.” 

The Sub-Commission took special notice of the serious immediate problems 
that were facing many of the under-developed countries, citing among these 
problems: shortages of goods, inflationary conditions, balance of payment 
difficulties, transport difficulties, difficulties of obtaining domestic or foreign 
capital, and the high prices of the goods that have to be imported by the 
under-developed countries. It then “agreed that under-developed countries 
have not so far received international assistance on the scale justified either 
by the urgency of their problems or by the magnitude of their requirements” 


*United Nations document E/CN.1/47, 18 December 1947, part 

* Op. cit., part V, paragraph 9. + Batt Na PaaS ore 
* Ibid., paragraph 16. 

* Op. cit., part VI, paragraph 25. 

° Ibid., paragraph 1. 

* Tbid., paragraph 2. 

" Tbid., paragraph 4. 

* Op. cit., part VII, paragraph 1. 
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and recommended the following resolution for adoption by the Economic and 
Social Council. after due consideration by the Economic and Employment 
Commission: 

The Economic and Social Council, 


A. (1) Recognizing that the current economic position of the various under- 
developed economies is so serious as to prevent them from efficiently embarking 
on and/or continuing long-range schemes of economic development, 

(2) Recognizing that the internal resources are the basis of economic de- 
velopment and that foreign aid can only be considered as a supplementary 
resource, 

(3) Recognizing nevertheless that an effective handling of the short-period 
problems is not possible without rapid and substantial international loans and 
credits in the form of both funds and goods, 

(4) Recognizing that the quantum of foreign loans and credits available 
either through international or national channels is limited, that substantial 
calls are already being made on these funds by the economically more devel- 
oped areas of the world, and that there is great danger of the short-term needs 
of the economically under-developed areas being neglected, 


(5) Recommends that immediate international provisions be made for those 
under-developed countries by way of finance, food and equipment, in order 
that they may better deal with their short-term economic problems, and thus 
facilitate not only the promotion of their own economic development but also 
the successful rehabilitation of the economies of the more developed parts 
of the world and the maintenance of world stability and full employment, but 
that such provision should not be used for the purpose of exploitation or of 
obtaining political or other advantages for the countries rendering such 
assistance. 

B. (1) Recognizing that it is necessary that immediate international pro- 
visions be made to assist in meeting the short-period economic problems of 
the under-developed economies, 

(2) Recognizing that it is difficult to ascertain the amount of help neces- 
sary without a comprehensive study of the immediate requirements of countries 
in different economic circumstances, and 

(3) Recognizing that it is desirable to have specific data collected about 
the magnitude and variety of the short-period requirements of those countries, 

(4) Notes with satisfaction the terms of reference of the Economic Com- 
mission for Asia and the Far East, and 

(5) Recommends that similar functions be assigned to other Regional Eco- 
nomic Commissions that may be set up by the United Nations. 

C. (1) Recognizing that it is imperative that there should be an early 
contribution toward the rapid solution of the immediate short-period problems 
of the under-developed economies, and 

(2) Recognizing that it would not be possible to find from international 
sources all the funds and equipment necessary for the solution, 

(3) Is strongly of the opinion that the Governments of under-developed 
countries should proceed to consult with one another and with others, in 
such manner as they deem fit, on their short-period requirements and on the 
extent to which these could be met by mutual economic agreements and by 
better utilization of their national resources. 
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PART IV 


INTERNATIONAL ACTION IN THE ECONOMIC FIELD 


This concluding part of the report is designed to provide information on the 
main activities of the United Nations and of specialized agencies in the eco- 
nomic field. This brief account of their activities shows the wide scope of 
economic problems now open for effective international action. The problems 
range from those arising out of the Second World War, involving the economic 
reconstruction and recovery of the world, to those related to the fundamental 
economic principles embodied in the Charter of the United Nations. The 
comprehensive mechanisms now available to deal with these problems, with 
the exception of the International Labour Organisation, have been created by 
the United Nations in a period of less than three years. 

The sections of this part that relate to the International Labour Organisa- 
tion, the Food and Agriculture Organization, the International Bank for Re- 
construction and Development, and the International Civil Aviation Organiza- 
tion have been prepared by the agencies concerned. The Secretariat of the 
United Nations is responsible for the sections relating to the activities of the 
United Nations and of the International Monetary Fund; the latter section has 
been based on material made available by the staff of the International Mone- 
tary Fund. The section on the United Nations is concerned primarily with the 
description of the organization and the major activities of the Economic and 
Social Council and its subsidiary bodies in the economic field. The economic 
activities of the Secretariat of the United Nations will be reported in future 
issues of the Economic Report. 


THE UNITED NATIONS — 


During 1946 and 1947, the Economic and Social Council, which under the 
Charter is the primary organ of the United Nations created to deal with 
economic affairs, necessarily devoted time and effort to the development of 
machinery for the study, analysis, and preparation of recommendations on 
economic matters. The Secretariat was developed simultaneously so that the 
many aspects of economic affairs to be considered by the Council could be 
dealt with adequately. Thus, at the end of this period there exists a Secretariat 
structure that closely parallels the structure of the organs of the Council and 
is designed to provide them with statistical data, reports and analyses, and 
other services needed for carrying out their functions effectively. : 

The character of the economic problems has, however, demanded urgent 
action in many cases, and the General Assembly and the Council have devoted 
considerable time to the consideration of policies tg be recommended to the 
Member nations. The records of both the Assembly and the Council indicate 
the breadth of the problems already reviewed and acted upon, and only a 
brief résumé is attempted here. In what follows, emphasis has been placed 
upon the new machinery that has been created, since it is through these new 
organs for international consultation and collaboration that the objectives of 
the Charter will be realized. 

The General Assembly and the Council have both given urgent considera- 
tion to the problem of the economic reconstruction of devastated areas. Acting 
under a General Assembly resolution of February 1946, the Council estab- 
lished a Temporary Sub-Commission on Economic Reconstruction of Devas- 
tated Areas which, during its period of operation, made detailed analyses and 
field inquiries in devastated countries, covering short-term and long-term prob- 
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lems with respect to man-power, food, agriculture, fuel and power, major in- 
dustries, housing, transport, finance and currency, and trade. For each of 
these, measures of international co-operation were recommended. In addition, 
relief needs after the termination of the United Nations Relief and Rehabilita- 
tion Administration were studied and reported on by the Special Technical 
Committee which the General Assembly created for that purpose in December 
1946. On the same occasion, the General Assembly directed the Secretary-Gen- 
eral to consider ways and means of collecting and utilizing, for relief purposes, 
voluntary non-governmental contributions equivalent to all individual earnings 
for one day’s work. Conscious of the urgency of this matter, the Economic and 
Social Council on 29 March 1947 instituted the United Nations Appeal for 
Children to promote voluntary fund-raising; the International Children’s 
Emergency Fund, established on 11 December 1946, is to be the main recipient 
of the proceeds of the collection. 

In the light of its review of the report of the Temporary Sub-Commission 
on Economic Reconstruction of Devastated Areas, and taking cognizance of 
discussions of the matter in the General Assembly, the Council, on 28 March 
1947, created a regional Economic Commission for Europe, to deal specifically 
with economic reconstruction and related problems in European countries. As 
its counterpart in Asia and the Far East, an Economic Commission for Asia 
and the Far East was established at the same time. 

The Economic Commission for Europe held its first session in May and a 
second session in July 1947, both in Geneva. The Commission reports directly 
to the Council on its work. It has absorbed certain functions of the several 
European emergency economic organizations which operated during and imme- 
diately after the Second World War. It has created working groups and sub- 
committees to consider inland transport problems, coal allocation, and 
material and man-power shortages, in close co-operation with the specialized 
agencies concerned. 

The Economic Commission for Asia and the Far East met in June and 
again in November 1947, in Shanghai and Baguio (Philippines), respectively, 
and worked out a programme of study with a view to making recommenda- 
tions on reconstruction and other economic problems of the Far Eastern area. 
Like its sister organization in Europe, it is to collaborate on regional matters 
with the specialized agencies, and has secured particularly close working rela- 
tions with the Food and Agriculture Organization. 

Economic reconstruction problems of devastated territories in North Africa 
and Ethiopia, falling outside the geographical scope of the regional Commis- 
sions referred to above, have been studied by the Secretariat. A request that 
a field inquiry should be made in Eritrea, Cyrenaica and Tripolitania was 
made but was subsequently postponed. Meanwhile, a proposal for the creation 
of an Economic Commission for Latin America was referred by the Council 
in August 1947, to an ad hoc Committee, for review and consultation with 
existing international organizations concerned with Latin America. This Com- 
mittee is expected to report to the sixth session of the Council. Meanwhile. a 
proposal made to the second session of the General Assembly by certain United 
Nations Members, regarding the establishment of a Middle Eastern economic 
commission, has been referred to the Economic and Social Council. 

The Economic and Social Council also created advisory commissions and 


sub-commissions in major economic fields: 
/ 
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1. The examination of broad economic questions has been assigned by the 
Council to the Economic and Employment Commission, whose general func- 
tion is to advise on the policy to be pursued in order to ensure economic stabil- 
ity throughout the world and to promote economic development, especially of 
undeveloped areas. From the outset of its activities, the Commission, under its 
general mandate, has devoted particular attention to the problem of economic 
reconstruction of devastated areas and to the question of international action 
regarding better utilization of world resources of man-power, materials, labour 
and capital, and to the question of international action to maintain full world 
employment and world economic stability. 

Assisting the Commission are two sub-commissions. The Sub-Commission on 
Employment and Economic Stability is charged with studying the problem of 
fluctuations in economic activity, analysing the causes of these fluctuations, 
examining related policies, and advising the Commission on measures to be 
recommended for achieving economic stability and full employment. The Sub- 
Commission on Economic Development has the task of studying the problems 
of economic development, with particular attention to the inadequately devel- 
oped parts of the world, studying, in this connexion, the effects of industriali- 
zation and technological changes on the world economic situation, and advis- 
ing the Commission on the principles which should guide development policies 
designed to promote the fullest and most effective utilization of natural re- 
sources, labour and capital, and to raise the standard of living. 

The Economic and Employment Commission has held two sessions since its 
establishment, and each sub-commission has met once. 

2. Another advisory organ, the Fiscal Commission, has been created to study 
and make recommendations on questions of public finance. This Commission 
has held one session, at which it recommended a programme of work for the 
Secretariat of the United Nations, including the building up of a fiscal informa- 
tion service to give technical information and assistance on fiscal matters, on 
request; the compilation and publication of public finance data; the continua- 
tion and expansion of the work undertaken by the League of Nations in the 
field of international tax problems, with particular reference to further action 
to be taken for the solution of such problems; and documentary and other 
research in the field of double taxation. 

3. The Statistical Commission has the general function of assisting the 
Council in (a) promoting the development of national statistics and the im- 
provement of their comparability; (b) co-ordinating the statistical work of 
specialized agencies; (¢) developing the central statistical services of the Secre- 
tariat; (d) giving advice on questions concerning the collection, interpretation 
and dissemination of statistical information; and (e) promoting the improve- 
ment of statistics and statistical methods in general. 

Among the matters which have received particular attention at the two 
sessions held by the Commission in 1947, reference may here be made to sta- 
tistical sampling, industrial classification, and national income recording. 

The study of the first-mentioned matter is entrusted to a Sub-Commission 
instructed, in this connexion, to give special consideration to the use of statis- 
tical sampling methods in meeting the actual needs of the United Nations and 
the specialized agencies, with a view to filling gaps in the information they 
need. 

A committee of the Commission has been set up to prepare a standard indus- 
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trial classification, to serve the purpose of improving the comparability of 
national statistics in this respect. : ; 

The Commission having recommended that publication of national income 
and expenditure data be undertaken by the United Nations to provide com- 
parable figures for as many countries as possible, work to that end is pursued 
by the Statistical Office of the Secretariat as one among its manifold activities 
in the statistical field. 10 

4, The principal tasks of the Transport and Communications Commission 
are to study the international aspects of land, sea and air communication and 
transport problems; to follow the activities conducted in this field by special- 
ized agencies and regional commissions of the United Nations; to ensure the 
proper co-ordination of these activities; to report on these matters to the 
Economic and Social Council; and to advise more especially on the simplifica- 
tion of passports and frontier formalities and other measures designed to facili- 
tate international travel. 

Having been instrumental during the past year in the establishment, by the 
Economic Commission for Europe, of an Inland Transport Committee to pro- 
mote the development, and to effect the desired co-ordination of inland trans- 
port in Europe, the Transport and Communications Commission is studying the 
desirability of having corresponding bodies set up for regional transport co- 
ordination in the Far East and in Latin America. It is also considering the 
organization of inland transport in Africa. 

On the Commission’s recommendation, the Economic and Social Council 
has authorized the holding of a United Nations Maritime Conference, sched- 
uled for early 1948, to examine the question of establishing a world-wide inter- 
governmental maritime shipping organization. Furthermore, with reference 
to the work on co-ordination of shipping, aviation and telecommunication ac- 
tivities, to provide safety at sea and in the air, a problem to which the Com- 
mission is devoting particular attention and for the study of which a special 
Committee of Experts has been set up, the Council has instructed the Secre- 
tariat to assist in that Committee’s work, preparatory to the International 
Conference on Safety at Sea to be held in 1948 at the invitation of the 
Government of the United Kingdom. 

The Special Committee on Information Transmitted under Article 73 (e) 
of the Charter, which was established by the General Assembly in the fall of 
1947 to replace the previous ad hoc Committee, is authorized to examine the 
information transmitted on economic, social and educational conditions in the 
Non-Self-Governing Territories (other than Trust Territories) and to make 
substantive recommendations regarding such conditions to the General Assem- 
bly. The conditions of economic, social and political well-being of the Trust 
Territories are under the international supervision of the Trusteeship Council. 


The activities of the United Nations in the field of international trade have 
centred around the Preparatory Committee of the International Conference 
on Trade and Employment. It met in the fall of 1946 and again in the spring 
and summer of 1947 to lay the basis for a specialized agency for trade questions 
and to provide opportunity and facilities for the participating Governments to 
negotiate multilateral trade agreements. A General Agreement on Tariffs and 
Trade and a wide range of individual schedules of tariff concessions were 
evolved during the sessions of the Preparatory Committee and were published 
by the United Nations. The draft charter for an international trade organiza- 
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tion, drawn up by the Preparatory Committee, was presented for the consid- 
eration of the United Nations Conference on Trade and Employment which 
opened in Havana on 26 November 1947. 

To facilitate and co-ordinate inter-governmental consultation and action 
with respect to commodity problems pending the establishment of the Inter- 
national Trade Organization, the Secretary-General, at the request of the 
Council, has appointed an Interim Co-ordinating Committee for International 
Commodity Arrangements. The Preparatory Committee and the Food and 
Agriculture Organization are represented on this interim committee. 

Special conferences are called from time to time by the United Nations to 
facilitate an exchange of views and experience in technical fields closely related 
to the economic activities and programmes of Governments. The World Sta- 
tistical Congress, for example, was convened in September 1947 at the sugges- 
tion of the Statistical Commission. In March 1947, the Economic and Social 
Council decided that a United Nations Scientific Conference on Conservation 
and Utilization of Resources should be held, to be convened not earlier than 
1948; the conference will be devoted solely to an exchange of ideas on natural 
resource problems and to discussion of related experience among engineers, 
resource technicians, economists, and other experts. 

Acting under its Charter responsibilities and the recommendations of the 
General Assembly, and assisted by the Secretariat, the Economic and Social 
Council is undertaking the co-ordination of the policies and activities of its 
subsidiary organs with those of the specialized agencies, in accordance with the 
existing agreements between these agencies and the United Nations. Within 
this general co-ordination effort, undue duplication of international statistical 
and economic work is being eliminated by the inauguration of close technical 
co-operation among the United Nations and specialized agency secretariats. 


THE INTERNATIONAL LABOUR ORGANISATION 


The work of the International Labour Organisation in the economic field 
has continued during the past year to be concerned mainly with the mainte- 
nance of full employment, the closely related problem of income security, and 
the social policies associated with economic development.’ 


FuLL EMPLOYMENT 


During 1947 there were, fortunately, very few countries in which serious 
unemployment was experienced; in most cases the problem was rather one of 
man-power shortages, at least in certain key industries. The memory of past 
depressions and unemployment is, however, still fresh, and at each of the meet- 
ings of the industrial committees of the International Labour Organisation, in 
which representatives of Governments and of employers’ and workers’ organ- 
izations come together to discuss the problems of particular industries, con- 
sideration has been given to the need for measures to ensure the maintenance 
of full employment. In each case, the importance of measures to maintain the 
over-all level of economic activity has been recognized, but attention has also 


1¥For a fuller account of the activities of the International Labour Organisation in 


1947, reference may be made to the First Report of the International Labour Organisa- 
tion to the United Nations (International Labour Office, Geneva, 1947, 2 volumes). 
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been given to the special problems involved in maintaining full employment in 
the industries concerned. 

Thus, the Textiles Committee, in addition to calling for plans to secure full 
employment to textile workers throughout the world, expressed concern over 
possible future unfair competition from Germany and Japan, and asked for 
study and other appropriate action by the Governing Body of the International 
Labour Office, the Economic and Social Council, and other international 
organizations, “to help the threatened countries in maintaining the stability of 
their industry”.” 

The Building, Civil Engineering and Public Works Committee was more 
concerned with the dangers of long-term fluctuations in activity and drew the 
attention of Governments to the need to collect statistical information which 
will facilitate the prediction of an impending crisis, and to plan ahead over a 
fairly long period, with a view to maintaining full activity in the industry and 
stabilizing employment. In this connexion, the Committee suggested that Gov- 
ernments should continuously review their existing policies relating to expendi- 
ture, taxation, and home and foreign trade.’ 

Two other industries for which industrial committees have been set up are 
among those which are most severely affected by cyclical fluctuations: the iron 
and steel industry, and the metal trades. As a result of requests made at the first 
sessions of these committees,’ the International Labour Office prepared reports 
on the problems of regularizing production and employment at a high level in 
these industries* for consideration at the second session held in Stockholm in 
August and September 1947. 

The first of these analyses the nature and magnitude of seasonal and other 
fluctuations in the iron and steel industry, and surveys the present outlook for 
the industry in a number of countries. It then discusses various proposals for 
reducing short-term fluctuations and examines the relationship between full 
employment in the economy as a whole and the problem of regularizing pro- 
duction and employment in the steel industry. The report submitted to the 
Metal Trades Committee analyses the extent and causes of fluctuations in the 
automobile industry, and the wide repercussions of these fluctuations on other 
industries, and it discusses the actual or probable effectiveness of measures 
attempted or proposed as aids to the regularization of automobile production 
and employment. The conclusions reached by the committees as a result of 
their examination of these reports, together with proposals for further studies, 


are under consideration by the Governing Body of the International Labour 
Office. 


* Cf. “First Meeting of the ILO Textiles Committee” in International Labour Re- 
view, January to February 1947, pages 77 to 84, in which the texts of the resolutions 
adopted by the Committee are reproduced. 

> Cf. “First Meeting of the ILO Building, Civil Engineering and Public Works Com- 
mittee”, in International Labour Review, January to February 1947, pages 85 to 96. 

*International Labour Organisation, Iron and Steel Committee, Report of the first 
session (International Labour Office, Geneva, 1947), and International Labour Organisa- 
tion, Metal Trades Committee, Report of the first session (International Labour Office 
Geneva, 1947). 

“International Labour Organisation, Iron and Steel Committee, second session (Stock- 
holm, 1947), Report II: Regularization of Production and Employment at a High Level 
(International Labour Office, Geneva, 1947); and International Labour Organisation 
Metal Trades Committee, second session (Stockholm, 1947), Report II: Regularization 


of Production and Employment at a High Level: The Automobile Indust I - 
tional Labour Office, Geneva, 1947). + oa nee lee 
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Resolutions on employment in the inland transport industry, including the 
achievement of a stable and maximum level of employment, were adopted by 
the Inland Transport Committee,’ which also called for further studies of vari- 
ous problems, including the influence of the structure of the transport industry 
on conditions of employment in the industry, and the decasualization of dock 
labour. A further resolution of the Committee, proposing that arrangements 
be made with the United Nations for a study of the co-ordination of transport, 
has been transmitted to the United Nations. 

One of the measures which the International Labour Organisation has long 
and persistently advocated, for the purpose of offsetting fluctuations in the 
general level of employment in private industry, is the counter-cyclical timing 
of public investment. This principle is embodied in the Public Works (National 
Planning) Recommendations adopted by the International Labour Conference 
in 1937° and 1944’ and in the resolution concerning the maintenance of full 
employment during the period of industrial rehabilitation and reconversion, 
adopted by the Conference in 1945.* The practical application of the principle 
of counter-cyclical timing of public investment is, however, beset by many 
difficulties. The International Labour Office, therefore, undertook a detailed 
analysis of these difficulties and late in 1946 published the results of this analysis 
in a report on Public Investment and Full Employment, together with sug- 
gestions as to ways in which these difficulties might be overcome. The proposals 
made in this report were considered in 1947 by the International Development 
Works Committee of the International Labour Organisation, which agreed 
that they “should be given very careful consideration by all Governments en- 
gaged in planning public investment”. The proposals cover the timing, plan- 
ning and financing of such investment.’ 

The maintenance of full employment requires an efficient employment mar- 
ket, with a high degree of inter-occupational and geographic mobility of labour. 
Great importance attaches, therefore, to the proper organization of employ- 
ment services. 

A recommendation on this subject was adopted by the International Labour 
Conference in 1944°; and in 1947, on the basis of experience in the application 
of this recommendation, the Conference drew up a list of points for inclusion 
in a convention and in a supplementary recommendation.’ These will be con- 
sidered at the thirty-first session of the Conference in San Francisco in June 
1948. 

Various other aspects of man-power problems have been under review dur- 


1 Cf. “Second Session of the ILO Inland Transport Committee”, in International 
Labour Review, June 1947, pages 556 to 563; and International Labour Organisation, 
Inland Transport Committee, second session (Geneva, 1947), Report II: Employment in 
Inland Transport (International Labour Office, Geneva, 1947). 

2 International Labour Office: International Labour Code, pages 20 to 22. 

® Ibid., Official Bulletin, Vol. XXVI, pages 75 to 77. 

4 Tbid., Vol. XXVIII, pages 23 to 31. 

5Ibid., Public Investment and Full Employment (Montreal, 1946), page ili and 
pages 303 to 305. 

° Cf. Ibid., Official Bulletin, Vol. XXVI, pages 74 to 75. 

7 International Labour Conference, thirtieth session, Reports V(1), V(2) and Supple- 
ment: Employment Service Organisation; and International Labour Conference, 
Geneva, thirty-first session, Report IV (1): Employment Service Organisation (Interna- 
tional Labour Office, Geneva, 1947). 
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ing the past year.’ Of considerable interest in this connexion is the adoption, 
by the Sixth International Conference of Labour Statisticians in August 1947, 
of detailed recommendations concerning the form and content of statistics of 
employment, unemployment and the labour force.’ 

Certain industries, in particular coal mining and textiles, have suffered from 
man-power shortages and the industrial committees concerned have sought 
remedies for this situation. 

The Coal Mines Committee has given long and careful consideration to the 
regulation of recruitment for work in coal mines, including the recruitment of 
foreign workers, displaced persons and ex-prisoners of war. If the shortage of 
miners is to be overcome, the standing of coal mining as an occupation will, 
it believes, have to be raised; improvements should be made in the miners’ 
standard of living, social security and conditions of work.’ The Textiles Com- 
mittee also viewed with great concern the reluctance of young persons and 
adults to accept employment in the textile industry and the disinclination of 
former textile workers to return to the mills, and recognized that the industry 
would, in future, have to offer better attractions through assurances of guaran- 
teed adequate minimum wages, satisfactory working conditions and regular 
employment.‘ 

Full employment has given prominence to the need for improved vocational 
training. The International Labour Organisation had before the war devoted 
much attention to this problem and, in 1939, recommendations on vocational 
training and apprenticeship were adopted by the International Labour Con- 
ference.’ The subject of vocational guidance has now been placed on the agenda 
of the 1948 session of the Conference and detailed studies of existing law and 
practice are being prepared for the consideration of the Conference. 


Problems of vocational guidance and training in particular industries have 
also been considered by several of the industrial committees, and an inquiry is 
being conducted into the possibility of organizing regional American co-opera- 
tion in promoting vocational training. The importance of taking suitable steps 
to secure a sufficient supply of skilled personnel is also one of the subjects for 
discussion at the regional meeting for the Near and Middle East in Istanbul 
in November 1947. 


Consideration has also been given to various aspects of migration problems. 
The Permanent Migration Committee of the Organisation, at its meeting in 
August 1946, drew attention to the fact that migration on a considerable scale 
depended mainly on the adoption of measures for the development of the 


* Cf. “Post-War Manpower Problems in Europe”, in International Labour Review, 
June 1947, pages 485 to 511 and International Labour Conference, thirtieth session, 
Report I: Report of the Director-General (International Labour Office, Geneva, 1947), 
chapter II. 

* Cf. International Labour Office: International Standards for Statistics of Employ- 
ment, Unemployment and the Labour Force, Cost of Living and Industrial Injuries 
(International Labour Office, Montreal, 1947). 

2 Cf. “Second Session of the ILO Coal Mines Committee”, in International Labour 
Review, May 1937, pages 404 to 409; and International Labour Organisation, Coal 
Mines Committee, second session (Geneva, 1947), Report II: Utilization of the Re- 
sources of the Coal Mining Industry (International Labour Office, Geneva, 1947). 

Cf. “First Meeting of the ILO Textiles Committee”, in International Labour Re- 
view, January to February, 1947, pages 77 to 84. 


* Cf. International Labour Code, 1939 (International Labour Office, Montreal, 1941) 
pages 157 to 168. ; ; 
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industrial and agricultural resources of the countries to which immigrants 
come; on satisfactory financial arrangements being made; and on adequate 
transport and housing facilities being available. The Committee recommended, 
and the Governing Body has agreed, that Governments be consulted on the 
desirability of revising the Migration for Employment Convention, 1939, and 
the related recommendations.’ . 

The Committee also recommended that Governments be consulted on the 
possibility of drawing up a model agreement for use in negotiating conventions 
and agreements regarding migration. This consultation is under way and the 
results will, as soon as possible, be submitted to the Committee with a view to 
the submission of a draft text to the International Labour Conference. 

The Permanent Migration Committee also made detailed suggestions on the 
technical selection and vocational training of migrants; and these suggestions 
have been transmitted to Governments. Finally, the Committee drew attention 
to the need for co-operation among the various international organizations 
concerned with migration. 


INCOME SECURITY 


One of the principal objectives of social policy is a higher degree of security 
of income for wage-earners and others whose standards of living are always 
at the mercy of unemployment and loss of earnings. The movement for social 
security is reflected in the increasing development of the various forms of insur- 
ance against unemployment, sickness, old age, and industrial injury, a develop- 
ment which has owed much to the international labour conventions adopted on 
this subject and to the various related activities of the International Labour 
Organisation in this field.” The modern trend is in the direction of a closer 
co-ordination of these forms of protection, or their consolidation into a single 
comprehensive programme; this trend is reflected in the Recommendation on 
Income Security, adopted by the International Labour Conference in 1944.’ 

More recently, the work of the International Labour Organisation in this 
field has been developing along two main lines. In 1946, the Maritime Session 
of the Conference at Seattle adopted new conventions concerning social security 
for seafarers; the special needs of other groups of insured persons whose condi- 
tions and problems differ from those of industrial wage-earners, and of coun- 
tries where sparsely inhabited areas present one of the major problems of 
social administration, are under review. In the second place, special attention 
is being given to the administrative and actuarial aspects of social security 
schemes, and the International Labour Office is being increasingly called upon 
by Governments to co-operate with them, both in framing laws and regula- 
tions on the basis of the decisions taken by the Conference, and in solving the 


‘practical problems of social security administration. During 1947 the special 


problems of social security in Asia were considered by the Preparatory Asian 
Regional Conference of the Organisation,’ and a number of the technical prob- 


1 Cf. International Labour Code, 1939, pages 518 to 537. y 

? Cf. International Labour Office: Approaches to Social Security: an International 
Survey (Montreal, 1942); and First Report of the International Labour Organisation to 
the United Nations, op. cit., Vol. I, chapter V. 

8 Tbid., Official Bulletin, Vol. XXVIII, pages 4 to 25. - ade 

‘Cf. Preparatory Asian Regional Conference of the International Labour Organisation, 
New Delhi, 1947, Report I: Problems of Social Security (International Labour Office, 
New Delhi, 1947). — 
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lems of social insurance institutions were examined by the Inter-American 
Conference on Social Security held under the auspices of the Organisation.’ 

The main source of income, however, is earnings from employment, and an 
opportunity is being provided at the 1946 session of the International Labour 
Conference for a general discussion on wage policy. The Conference will have 
before it a report which will deal, among other things, with certain aspects of 
the problem of guaranteed wages to which increasing attention is being given 
in many countries. In addition, the Conference will be called upon to consider 
the protection of wages, i.e., measures to ensure that workers actually receive 
the wages they are entitled to, and the question of fair wage clauses in public 
contracts. 

Some of the problems involved in the adoption, in the iron and steel industry 
and the metal trades, of annual and other wage systems designed to provide 
assured earnings, were examined by the Industrial Committee for those indus- 
tries at their meetings in 1947,’ and the conclusions reached by the Committee 
are under consideration by the Governing Body of the International Labour 
Office. 

In many countries at the present time, the major threat to the real incomes 
of wage and salary earners, and of other income groups, comes from the infla- 
tion which has been in progress ever since the war. The Director-General of 
the International Labour Office, in the sections of his report to the 1947 session 
of the International Labour Conference which described the economic back- 
ground to the social problems of the year, pointed out that “effective resistance 
to inflationary tendencies requires the concerted effort of all the different 
parties concerned”’.® This requires, in particular, a balancing of the immediate 
apparent advantages of price or wage increases to the beneficiaries thereof, 
against the dangers of generalized inflation. 

Appraisal of the position will be assisted by improved methods of measuring 
changes in the cost of living. It is of interest, therefore, to note that the Sixth 
International Conference of Labour Statisticians, held in 1947, adopted detailed 
recommendations on this subject.* 

The extent to which the national product is equitably distributed among the 


*Inter-American Conference on Social Security (Rio de Janeiro, 10 to 22 November 
1947) Report I: Report of the Secretary-General; Reports II, III, and IV: Technical Re- 
Patt ee Oe of Sra kay ye Risks”; “Unemployment Insurance”; ‘‘Con- 
clusions of the Joint Meeting of the Medical and Statistical Commissions” (Int ti 
Labour Office, Montreal, 1947). ne Oe 

International Labour Organisation, Iron and Steel Committee, second sessio 
(Stockholm, 1947), Report III: Minimum Income Security, “Annual and Other Wage 
Systems Designed to Provide Assured Earnings” (International Labour Office, Geneva 
1947) ; and the report with the same title submitted to the second session of the Metal 
Trades Committee. 

International Labour Conference, thirtieth session (Geneva, 1947), R 
Director-General (International Labour Office, Geneva, (Oey. page gi CM here 

International Labour Office: International Standards for Statistics of Employment 
Unemployment and the Labour Force, Cost of Living and Industrial Injuries, adopted 
by the Sixth International Conference of Labour Statisticians, Montreal, August 1947. 
(International Labour Office, Montreal, 1947), pages 17 to 19. These recommendations 
were to be considered by the Governing Body of the International Labour Office in 
December 1947. Cf. also International Labour Organisation, Sixth International Con- 
ese of ei Pee (Montreal, August 1947), Report III: Cost-of-Living 

atistics: Methods an echniques for the Post-War Peri i 
Oiicn Geneve, 1947, f ar Period (International Labour 
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various factors of production depends, at least in part, on the bargaining 
strength of the parties concerned. It is therefore appropriate in this connexion 
to note the attention given during 1947 to problems of freedom of association 
and the right to bargain collectively. The International Labour Conference at 
its thirticth session unanimously adopted a resolution affirming that employers 
and workers should have the inviolable right to establish or join organizations 
of their own choosing without previous authorization. The resolution also states 
that guarantees should be provided to enable the right of freedom of associa- 
tion to be exercised without fear of intimidation, coercion or restraint from any 
source. The International Labour Conference will consider, next year, whether 
ee of this kind should be embodied in an international labour conven- 
on. 
Economic DEVELOPMENT 


_ Measures to maintain full employment and to provide greater security of 
income, though essential, are not enough in themselves to assure adequate 
improvements in living standards. In the less developed regions of the world 
in particular, the promotion of economic development is of at least equal im- 
portance; and the social policies to be followed in the process of development 
are of special concern to the International Labour Organisation. 

At the 1947 session of the International Labour Conference, consideration 
was given to these problems as they arise in non-metropolitan territories, and 
five international labour conventions were adopted. 

Probably the most important of these is the Social Policy (Non-Metropolitan 
Territories) Convention, 1947, which begins by laying down a number of 
general principles, among them that all policies designed to apply to non- 
metropolitan territories shall be primarily directed to the well-being and devel- 
opment of the peoples thereof and to the promotion of the desire on their part 
for social progress. The improvement of standards of living is to be regarded 
as the principal objective in the planning of economic development. In order 
to promote economic advancement, every effort should be made to secure 
financial and technical assistance, on an international, regional, national, or 
territorial basis. Other provisions of this Convention deal with methods of 
improving standards of living, with the special problems of migrant workers, 
with remuneration, non-discrimination, education, and training. 

The economic background of social policy, including problems of industrial- 
ization, formed one of the main topics of discussion of the Preparatory Asian 
Regional Conference of the Organisation held at New Delhi in October and 
November, 1947. A report’ on this subject submitted to the Conference by the 
International Labour Office surveys the main characteristics of the Asian 
economies and analyses the problems involved in raising the present low levels 
of productivity and income. The somewhat similar problems facing the countries 


11t will be recalled that the question of freedom of association was placed on the 
agenda of the thirtieth session of the International Labour Conference, at the request 
of the United Nations Economic and Social Council, which transmitted to the Inter- 
national Labour Organisation, memoranda on the subject that had been submitted to 
the Council by the World Federation of Trade Unions and the American Federation 
of Labor. 

2 International Labour Organisation, Preparatory Asian Regional Conference, Report 
IV: The Economic Background of Social Policy, including Problems of Industrtalization 
(International Labour Office, New Delhi, 1947). 
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of the Near and Middle East were discussed in a report’ prepared for the 
regional meeting for the Near and Middle East to be held in Istanbul in 
November 1947. In each case, particular attention was given to the related 
problems of raising agricultural output and developing both small and large- 
scale industries, to the ways in which capital might be secured for such pur- 
poses, and to the wide scope for international co-operation in these fields. 


THE FOOD AND AGRICULTURE ORGANIZATION OF THE 
UNITED NATIONS 


The dominant fact in the world food and agricultural situation is the con- 
tinuing shortage of food. , 

The major international action towards making the best possible use of 
available food supplies has been the work of the International Emergency 
Food Council (IEFC), through the allocation of scarce foods and of fertilizers. 
The Council provided the means through which the position of supplies could 
be reviewed continuously, needs and availabilities could be related to each 
other, and procedure could be worked out for the orderly distribution of the 
world’s supplies of scarce commodities. Although some important producers 
of major food commodities have not participated in the work of the IEFC, the 
procedure, whereby there has been joint examination of the situation and 
agreement as to distribution, has been an important factor in achieving effi- 
cient utilization of available supplies. 

When IEFC was established early in 1946, it was hoped that its functions 
would no longer be necessary after the end of 1947. The disappointing 1947 
harvests in the Northern Hemisphere have effectively dispelled that hope, and 
it now seems clear that this function of allocating scarce supplies will need to 
be continued, at least until mid-1948. Following the establishment of the 
World Food Council at the third session of the conference of the Food and 
Agriculture Organization (FAO) in Geneva, steps have been taken to inte- 
grate the work of IEFC with that of the World Food Council, maintaining 
the work of the Central Committee and of the commodity committees, as well 
as the staff which has been servicing these committees. 

The establishment of the World Food Council at Geneva was agreed upon 
as an important step towards keeping the world food situation under constant 
review and towards recommending action to Governments or to other interna- 
tional agencies from time to time. The Council was given the following func- 
tions, among others: : 

1. To keep under constant review matters within the scope of the annual 
inter-governmental policy consultations of the organization; to tender advice 
on such matters to Governments of member nations, inter-governmental com- 
modity councils or other commodity authorities, and, through the Director- 
General, other specialized international agencies. 

24 Lo examine current developments in proposed and existing inter-gov- 
ernmental agricultural commodity arrangements, particularly those develop- 
ments affecting adequacy of food supply, utilization of food’ reserves and 
famine relief, changes in production or pricing policies, and special food pro- 
grammes for undernourished groups. 


‘International Labour Organisation, Regional Meeting for the Near and Middl 
Report of the Director-General (International Labour Office, Geneva, 1947). iddle East, 
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3. To promote consistency and integration of agricultural commodity poli- 
cies, national and international, with regard to (a) over-all FAO objectives, 
(b) inter-relationship of production, distribution and consumption, and (c) 
inter-relationships of agricultural commodities. 

4. To initiate and authorize groups to study and investigate agricultural 
commodity situations which are becoming critical, and to propose appropriate 
action, if necessary. 

9. To advise on emergency measures, such as those relating to the export 
and import of food and materials or equipment needed for agricultural pro- 
duction, in order to facilitate implementation of national programmes. 

The newly constituted Council held its first meeting early in November 
1947. In considering the world food problem it was found useful to distin- 
guish three phases: immediate, intermediate, and long-term. 

The most immediate short-term problem is to produce the maximum amount 
of food available for human consumption by the summer of 1948. The second, 
or intermediate, phase, which may cover four or five years, is to expand food 
production wherever possible and to make sure that the necessary supplies 
of fertilizers, farm machinery and other equipment are available. The third 
phase is that of long-term agricultural development and improvement in nutri- 
tional levels, particularly in the less developed areas of the world. The prob- 
lems are inter-related and cannot be dealt with successively; action on all three 
needs to be initiated now. 

In view of the inadequacy of cereal supplies from the 1947 harvest and the 
unfavourable reports of winter wheat prospects in the Northern Hemisphere, 
the Council recommended that, in all countries, there should be a maximum 
seeding of cereals, including rice, for the next harvest. It made a number of 
recommendations concerning the livestock situation which has arisen in Europe 
as a result of the cereal shortage and the effects of the 1947 drought on fodder 

crops and pasture, and urged measures for increasing supplies of feed and for 
ensuring the best use of available feed during the coming months. 

The Council expressed its conviction that significant additional quantities 
of food could be made available for human use if infestation of foodstuffs 
could be more adequately controlled. The Council therefore is circulating to 
member Governments a memorandum on the subject, asking them, where 
appropriate, to give special and immediate consideration to developing an 
effective programme of inspection and infestation control. 

The Council noted certain difficulties in obtaining sufficient ships to trans- 
port food which is actually available, and asked member Governments con- 
cerned to take appropriate steps. The relevance of foreign exchange difficulties 
to the international movement of essential foodstuffs was brought to the atten- 
tion of the International Monetary Fund. 


Studies have been initiated to determine what steps can be taken to increase 
fertilizer production, and especially to increase the output and export avail- 
ability of nitrogen fertilizers in the immediate future. Member Governments 
have also been urged to increase the export of machinery and spare parts to 
areas where they are most needed. The Council also recommends a study of 
the probable demand and supply position for farm machinery over the next 
five years. 

The Council recommended that in view of the present world food shortage 
and the needs of a progressively increasing world population, there is urgent 
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need for initiating, where it has not already been done, national programmes 
for increased production. Such programmes should also include the prepara- 
tion of statements of needs for production items such as tractors, implements 
and fertilizers, in order that steps may be taken to have these made available 
in time. Accordingly, the Council has established a Policy Committee on Pro- 
duction and Distribution, which will secure information and prepare analyses, 
in order that it can report to members of FAO upon the implication of the 
world situation in regard to nutrition, production and trade and make recom- 
mendations regarding the increase of production and the adjustment of 
supplies and requirements where necessary and practicable. These studies and 
reports are to be closely related to those of individual commodity situations, 
as well as to those made by other international organizations. In countries 
where no programmes have yet been formulated, FAO will assist, if requested, 
by making technical advice available for the drawing up of national plans. 

The possibility of inter-governmental agreement in regard to important agri- 
cultural commodities is being studied. The Council has convened a meeting 
on rice to be held in the Far East in February to consider what action can 
be taken at the governmental level to improve production and distribution, 
following the recommendations of the Rice Study Group which met in India 
early in 1947, and to consider what further inter-governmental action is ap- 
propriate. Further inter-governmental study of fats and oils is to be carried out, 
as well as study of the most effective means of increasing production and con- 
sumption of dried whole and skim milk. A study is to be made of the problems 
of international trade in fresh vegetables and fresh fruits. 

In co-operation with the Economic Commission for Europe (ECE), there 
is now under way an analysis of the current agricultural situation in Europe, 
compared with the pre-war status, including crop yields and production, live- 
stock numbers and production of livestock products, the food situation, levels 
of nutrition, and measures under way to relieve the food situation. On the 
basis of. information concerning official production programmes, an effort is 
being made to predict the agricultural situation in Europe in 1950 and 1951, 
and particular attention is being given to the needs for man-power, the pro- 
duction, materials, equipment, and internal financing which are required, the 
import-export aspects of programmes, and the place of agriculture in balance- 
of-payment programmes. 

The FAO Conference held at Geneva endorsed the recommendations of the 
Preparatory Commission on the importance of promoting agricultural and 
industrial expansion concurrently, especially in less developed countries, and 
pointed out that both agricultural and industrial development will require 
large-scale investment. For many countries, this will involve external financial 
aid and may involve reorganization of national financial systems. The Confer- 
ence particularly stressed the need for effective over-all co-ordination of such 
development programmes. 

FAO has taken over from the United Nations Relief and Rehabilitation 
Administration (UNRRA) the remaining projects under the Agricultural 
Industry Service. The purpose of this Service is to use production engineering 
to improve living standards in low-income rural areas; the Service uses locally 
available raw materials and local labour and skills. It works through small- 
scale low-capital industries, to increase the over-all productivity of an area 
immediately and directly. At present, the programme includes plants producing 
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cement, ammonium sulphate, coke, tar, pitch, benzol, sulphuric acid, organic 
fertilizers, high-grade iron castings, bricks, milled rice, brown sugar, vegetable 
oils, and filtered chlorinated water. 

National and international agencies have been kept informed concerning 
the world food situation through the issuance, during the current year, of a 
number of up-to-date reviews of the present situation. Progress has also been 
made in the preparation of food balance-sheets for individual countries, show- 
ing the production and stocks situation, including imports and exports, and 
also the utilization of available supplies. For some countries, such an appraisal 
requires the development of new statistical series and, for others, it requires 
the development or improvement of series already available. This work has 
been carried on co-operatively among the FAO secretariat and the national 
Governments. The periodic issuance of commodity reviews has also been 
initiated; these give, for the major agricultural and food commodities, a 
periodic appraisal of the supply and demand position, the prospects for produc- 
tion and utilization, as well as the competitive position of the commodities. 
These reviews are to be continued. A World Fibre Survey was published, set- 
ting forth the economic position and policy in relation to the chief natural 
fibres: cotton, wool, silk, hemp, jute, abaca, sisal, and henequen. The review 
also includes consideration of the competition of natural with synthetic, fibres. 

Arrangements have also been completed for the publication of the Economic 
Review of Food and Agriculture, to provide regular appraisals of the world 
food situation, the economic position of agriculture, national, regional and 
world-wide, including its relation to general economic trends, and the effect 
of industrial activity and the national income on current and prospective 
demand for food and other agricultural products. There are also to be reports 
of special studies in individual countries and of commodity developments, 
agricultural legislation, credit, co-operatives, labour, and other subjects. 

Because accurate information is basic to the formulation of programmes, 
continued attention has been given to the development of statistical series 
relating to agriculture, forestry and fisheries. ‘Three year-books are being issued, 
one on food and agriculture, one on forestry, and one on fisheries. Plans have 
also been perfected for the regular issuance of more frequent statistical series 
in these fields, including statistics on prices for agricultural products. 

The 1950 world census of agriculture will contribute to the improvement 
of national and international statistics. In addition to the assistance being 
given to individual countries to develop their plans, technical conferences have 
been arranged to work out such modifications in the proposed programme as 
are needed to adapt it to local conditions. A conference of European statis- 
ticians was held in the spring of 1947, and a similar conference with statisti- 
cians from Latin American countries was held in the autumn, in connexion 
with meetings arranged by the Inter-American Statistical Institute. Another 
conference, to consider methods for adapting the programme to agriculturally 
under-developed areas, is being held in December 1947. Ka 

A training school in agricultural statistics, including current statistics and 
census programmes, is to be opened in Cairo in January 1948. Governments in 
the Middle East are being invited to send trainees for a three months’ inten- 
sive training programme, under the direction of a technician supplied by 
FAO. Training programmes for other areas are under consideration. 

Scarcity of wood supplies is one of the principal factors delaying reconstruc- 
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tion in Europe. Softwood lumber, a basic necessity for construction in domes- 
tic and commercial buildings, and for packaging, transport, and many other 
uses, is the main item in short supply. Pit props, essential in the drive for 
increased coal output, and ties or sleepers for railroad maintenance, are among 
other items over which there is concern. : ; 

For various reasons, export supplies available to the timber-importing coun- 
tries of Europe, from European export sources, have dropped to less than a 
half of their pre-war level. At the same time, internal demand is rising 
steeply in North American and other producing countries, thus limiting in- 
creased imports from these sources. 

The International Timber Conference which met in Czechoslovakia in the 
spring of 1947 considered that any alleviation in the softwood lumber posi- 
tion would also ease the situation for other forest products, such as pit props, 
ties or sleepers, hardwoods and pulpwood. The Conference, therefore, put 
forward a number of agreed measures which could, if applied simultaneously, 
reduce, and perhaps eliminate, the gap between available supplies and essen- 
tial requirements. One measure accepted was an increase of ten per cent in 
fellings by European countries or, alternatively, restriction of consumption so 
as to reduce requirements in the same proportion. 

The situation, so far as it affected the sixteen countries participating in the 
Timber Conference, was further reviewed during the meetings of the Com- 
mittee of European Economic Co-operation, and again, for the whole of 
Europe, during the first meetings of the Timber Sub-Committee of the Eco- 
nomic Commission for Europe, held in October 1947. The Timber Sub-Com- 
mittee concluded that the increases in production scheduled by the major 
producing countries could be achieved only if the necessary equipment and 
machinery, transport, man-power, food, fodder, and coal could be made avail- 
able in time. The means for achieving this still remain to be worked out. 

Nevertheless, the nature of the problem was clearly shown by the fact that, 
as 1947 drew to a close, exporting countries still had timber supplies available, 
for which they were unable to find buyers. The reasons for this were (a) a 
general shortage of foreign currency, compelling Governments to curtail all 
imports, (b) the requirement of certain exporting countries that timber be 
paid for in dollars or other hard currencies, and (¢) a very substantial rise in 
timber prices. If monetary requirements could be solved, the timber position 
within Europe would be greatly alleviated. There would be, for instance, an 
assured supply of pit props to sustain increased coal output, which in turn 
would reduce fuel-wood demand so that labour could be diverted to the 
production of logs and sawn lumber destined for construction. Similarly, pulp 
and paper now sold overseas to obtain exchange might be made available 
within Europe to relieve the news-print and paper shortages. 

Factors limiting the consumption of fish in Europe are related more closely 
to the problem of distribution than to production. Distribution, and therefore 
consumption, is hindered because of budgetary and exchange difficulties, and 


this situation has deteriorated in recent months because of further restrictions 
on the convertibility of currency. 


_ An extensive development of quick freezing of fish, with concurrent expan- 
sion in refrigerated transport and storage facilities, will enable supplies to be 
distributed throughout the year in areas not now receiving sufficient quantities 
of fresh fish. Furthermore, the quick freezing of fish will permit a more effec- 
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tive utilization during periods of heavy catches. FAO is making consultative 
services and technical information available and is working with Governments 
through its liaison officer in Europe. The Organization is making available 
to Governments the latest information on quick freezing and cold storage 
methods and is preparing reports for communication to Governments on the 
facilities existing in European countries for handling frozen fish. With regard 
to the stimulation of consumer demand, FAO is taking steps to provide full 
details of successful publicity methods and to furnish particulars to the various 
FAO national committees. FAO is also working towards the development of 
uniform standards of quality for fishery products entering into international 
trade; if these are accepted by the nations, consumer demand should increase 
and should make possible the marketing of the increased quantities of fish 
which can be made available after production plans are implemented. 

While it may not be possible to increase substantially the catch of some 
varieties of fish, the production of other kinds, such as herring, is considered 
capable of significant expansion without endangering stocks in the sea. FAO 
is working in close collaboration with the International Council for the Explo- 
ration of the Sea, which is primarily interested in the waters of the north and 
north-east Atlantic. The Organization is planning, with the approval of the 
Conference, to initiate the establishment of a regional council for the Mediter- 
ranean Sea and contiguous waters. The function of this Council will be to 
bring together existing data and to recommend investigation by Governments 
on a wide range of questions, basic to full development of marine resources, 
such as distribution of species, seasonal variation in abundance, effect of fishing 
operations on numbers, and effective methods of propagation, stocking, disease 
control and control of pollution. 

FAO is also taking steps to establish regional councils in Asia for study of 
the sea. The first Organization meeting is planned for South East Asia in 
February 1948. FAO has also proposed the establishment of a fisheries insti- 
tute for South East Asia; this would be controlled and financed by co-operating 
Governments and would be responsible for developmental work in fishing meth- 
ods and technology and might also have a training school for native instruc- 
tors. This proposal will be considered at the meeting to be held in South East 
Asia in February 1948. 


THE INTERNATIONAL BANK FOR RECONSTRUCTION 
AND DEVELOPMENT 


The basic character of the Bank’s lending operations is prescribed by its 
articles of agreement. Loans may not be for relief purposes or for political 
purposes; they must be for either reconstruction or development. There are — 
also certain conditions which must be met under the articles: there must be 
- reasonable prospects of repayment, the project or programme to be financed 
must be recommended by a competent committee after a careful study of the 
merits of the proposal, and the borrower must be unable to obtain the loan 
elsewhere under conditions considered by the Bank to be reasonable. 


PROVISIONAL LOAN PRINCIPLES 


In addition to the conditions prescribed by the articles of agreement, the 
Bank has developed, in practice, a number of general principles, as a provi- 
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sional guide to use of its charter powers. They are summarized briefly in the 
following paragraphs. 

Strategic use of funds. The Bank believes that, in the present state of the 
world, its funds should be so used as to result in the greatest possible increase 
in productivity in the shortest possible time. This principle applies both to 
reconstruction and to development loans. Until this time, the Bank has neces- 
sarily given particular emphasis to the problems of European recovery; In 
Europe the need for assistance in repairing the devastation caused by the war 
is urgent, and productive capacity and skills already exist which can be put 
to work quickly to raise the level of world output and restore world trade. 
But the urgency of European recovery does not detract from the importance 
of prompt reconstruction and development in other areas—Latin America, 
Asia, Africa, and the Middle East. Indeed, it should not be very long before 
the financing of development projects in those areas will tend to become the 

rimary concern of the Bank. 

Self-help. The Bank’s resources must not be used simply to relieve the bor- 
rowing nation of tasks which that country could justifiably be required to 
perform itself. The major effort in the reconstruction or development of any 
nation must be made by the peoples of that nation themselves. 

Limited commitments. A single loan application may relate to a reconstruc- 
tion or development plan which will take several years to complete. It is not 
the Bank’s policy to grant loans in such cases for the whole period of the 
plan, but to lend, in the first instance, sufficient to cover the needs of a lim- 
ited period. At the end of that period application may be made for a further 
loan; this will be considered in the light of the progress made with the 
assistance of the first loan and of the position as it then appears. This policy 
has the advantage that the Bank does not commit itself to long-range fore- 
casts of conditions, either in the borrowing country or in the market in which 
it will have to raise the necessary funds; moreover, it enables the Bank to 
discharge more effectively its continuing responsibility for the proper utiliza- 
tion of loans. This, principle is subject to some modification in exceptional cases 
of projects requiring a long period of time to complete. 

Control over use of proceeds. When a loan has been granted, the proceeds 
are made available to the borrower only against evidence that the goods or 
services to be paid for with these proceeds are within the purposes of the loan 
as set forth in the loan agreement. Arrangements are also made, by observa- 
tion within the borrowing country, to ensure that the goods so purchased are 
in fact put to their intended use. 

Information and consultation. The Bank needs to know, not only that its 
funds are being used for the purposes for which they were intended, but also 
the extent to which achievement of those purposes contributes as anticipated 
to the reconstruction or development plan of the borrower. The Bank is also 
directly interested in the general economy of the borrower, since this affects 
the security of the loan. The Bank, therefore, requires that the borrower keep 
it fully informed, through the regular submission of statistical and other infor- 
mation and through consultation, with respect to all significant economic and 
financial developments. This calls for a much closer relation between the Bank 
and its borrowers than has been usual between creditor and debtor in the 
international field. Such a relation is possible because the Bank is fundamen- 
tally a co-operative international institution which lends only to its member 
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countries or upon their guarantee; since the borrower or guarantor is a 
member of the institution, it has an interest in the Bank’s success and, indeed, 
participates in the framing of its lending policy. 

Rate of interest and commission. The interest rate charged by the Bank 
must be such as to enable the Bank to meet the cost of borrowing and still 
leave a sufficient margin to cover operating expenses and to build up appro- 
priate reserves. So far, this rate has been three and a quarter per cent per 
annum. Current policy is to charge interest only from the date of disbursement 
and on the amount disbursed, and to charge, in addition, a commitment fee 
at the rate of one and a half per cent per annum, from the date on which 
the Bank undertakes a firm commitment to make the loan, to the time of dis- 
bursement. 

The articles of agreement require that the Bank charge a commission at 
least during the first ten years of its operation, of not less than one per cent 
and not more than one and a half per cent per annum on all guarantees and 
on all loans made out of borrowed funds. This so-called “statutory commission” 
is to be set aside in a special reserve available to meet the obligations of the 
Bank in the event of default on its loans. Current policy is to charge a uni- 
form commission of one per cent on the outstanding amount of loans, regard- 
less of the source of the funds. 

Redemption provisions. The Bank desires to encourage borrowers, wherever 
possible, to redeem loans prior to maturity. Provision is accordingly made in 
loan agreements for redemption at any time prior to maturity, subject to the 
payment of an appropriate premium, and for waiver of this premium by the 
Bank in cases where it can use the amount so repaid in its current operations. 


Loan PROCEDURE 


During the early stages of the Bank’s development, consideration of a loan 
_~-to any particular member country was normally initiated by filing with the 
Bank a formal request for funds. In some cases, a fully documented loan 
application was lodged, setting forth in detail the purposes for which the 
loan was requested and giving comprehensive information with respect to the 
economic and financial situation of the prospective borrower. In others, the loan 
application consisted of little more than a request for financial assistance, with 
no implementing programme or supporting documentation. 

As a result of its experience, the Bank prefers to hold informal exploratory 
discussions with prospective borrowers before any formal loan application is 
filed. Where such discussions have been held, they have enabled the applicant 
to frame its plans and programme and to shape its application, in conformity 

- with the policies and requirements of the Bank. Such preliminary discussions, 
too, serve to avoid applications of a type which the Bank cannot finance. 

The investigation which the Bank makes of each loan application covers 
not only the programme or project for which the funds are sought, but all 
important aspects of the borrower’s economic position as well. The studies 
include surveys of the borrowing country’s agriculture, industry and mineral 
resources; of its man-power, production, and transport situation; of the state 
of its external trade and balance of payments; and of the condition of its 
internal finances, particularly its budget and currency position. The debt record 
of the prospective borrower is also studied and, if it has defaulted on its obli- 
gations, investigation is made of the causes of the default, of the efforts made 
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to reach a settlement with creditors, and of the borrower’s attitude towards a 
possible resumption of debt service. In the normal case, representatives of the 
Bank investigate conditions in the borrowing country on the spot. Where neces- 
sary, the plans and estimated costs of engineering projects are examined with 
the assistance of such technical experts as may be required for a proper 
appraisal. 

LENDING OPERATIONS 

During the past year, the Bank has granted four loans—to France, the 
Netherlands, Denmark, and Luxembourg—for a total of $497 million. These 
loans are described in the paragraphs which follow. 

Loan to France. On 9 May 1947, an agreement was signed granting a loan 
of $250 million to the Crédit National, a semi-public French corporation 
created in 1919 to assist in financing reconstruction and development of the 
French economy. The loan is guaranteed by the French Government. The 
application was originally made for $500 million, but the Bank considered it 
necessary to limit its commitment to the needs of the immediate future, stating 
that it would be willing to consider an additional application from France later 
in the year and that the decision on any such application would be made in the 
light of conditions then prevailing, with particular reference to the progress 
made in carrying out the reconstruction programme. 

The importance of France in the economic position of Europe made it par- 
ticularly fitting that France should be the first country in whose reconstruction 
the Bank should play an active part. France is vital to western Europe because 
of its size and its productive capacity, and the problem of the recovery of 
France cannot be divorced from the recovery of western Europe as a whole. 

By the end of 1946, France had made remarkable progress in erasing the 
effects of the war and of enemy occupation. The volume of production had 
been restored to approximately ninety per cent of the 1938 level and the vol- 
ume of exports to seventy-five per cent. But this expansion in production and 
in exports had involved heavy imports, necessitating a depletion of gold and 
foreign assets by over $1,600 million, and the incurring of debt abroad to 
the extent of $2,600 million. 

The Bank is fully aware of the uncertainties and difficulties facing France. 
Leaders of the French Government themselves have stated that they realize 
that unless France’s budgetary difficulties are overcome, the ensuing fiscal insta- 
bility will endanger the entire reconstruction programme. Some of the factors 
impeding recovery are beyond the control of France. But to the extent that 
France has been able to speed its own recovery, considerable success has been 
achieved. The external debt record has been excellent. The Bank believes that 
its loan will contribute to the process of French reconstruction and that the 
risks involved are of the type which the Bank was designed to accept. 

Loan to the Netherlands. On 7 August 1947, a loan of $195 million was 
granted to the Kingdom of the Netherlands. The loan proceeds are to be de- 
voted exclusively to the reconstruction of productive facilities in the Nether- 
lands homeland. None of the proceeds are to be applied to the Netherlands 
East Indies or for military purposes. 

Application was originally made for an amount of $535 million, to cover a 
reconstruction programme from 1947 to 1949, inclusive, but the Bank limited 
its commitment to needs arising from the 1947 portion of the programme. The 
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Bank will be prepared to consider requests that may be made for further credits 
for 1948 and 1949 in the light of the progress made as a result of the present 
loan and of such needs as may then exist. 

_ The abnormally heavy imports necessary to replace war damage and losses, 
in conjunction with the loss of Germany as the principal source of imports and 
as an important market, and with the decline of supplies and revenue from 
the Netherlands East Indies, have placed a heavy strain on foreign exchange 
resources of the Netherlands. Thirty-five per cent of essential imports in 1947 
will have to come from the United States; in 1938 the United States supplied 
only eleven per cent of the Netherlands imports, while Germany provided more 
than twenty per cent. 

In granting the loan, the Bank has taken into account the importance of the 
recovery of the Netherlands to the economic well-being of Europe and of the 
world as a whcle. It has also given due weight to the qualities of determina- 
tion and energy which the people of the Netherlands have displayed in the 
past, and which have been well exemplified in the remarkable progress already 
made in restoring output and in combating inflation. The excellent debt record 
of the Netherlands and its long tradition as an important creditor nation make 
it a good credit risk. 

The progress already made gives promise that the 1947 goals can be reached. 
As regards the future, the Netherlands, which has always been highly de- 
pendent on international trade, is bound to remain sensitive to international 
political and economic factors, among which the speed with which free con- 
vertibility of European currencies can be restored is of prime importance. This 
sensitivity calls for enterprise and adaptability on the part of the Dutch people. 
There clearly exists a stern necessity, not only for further increase of industrial 
output, but also for a reorientation of trading relationships in the light of the 
changed situation in Germany and in the Netherlands East Indies. 

Loan to Denmark. On 22 August 1947 an agreement was signed granting 
a loan of $40 million to the Kingdom of Denmark. The original application 
was for a loan of $50 million. 

The loan is designed to hasten Danish economic recovery over the next two 
years by making possible the import of essential capital goods and raw ma- 
terials, such as agricultural and textile machinery, machine tools, trucks, steel 
products, textiles, and chemicals. a 

By the end of the war, German depredations, the depreciation of farm and 
industrial machinery, and the loss of forty per cent of the pre-war merchant 
fleet had greatly impaired the efficiency and competitive power of the Danish 
economy. Energetic measures have been taken to promote recovery, and, with 
the national budget balanced, production increasing, and price and wage 
levels under control, Denmark has attained a degree of economic stability 
which should permit the assistance afforded by the Bank’s loan to become 
effective quickly. 

The loan constitutes approximately eight per cent of the contemplated 
capital expenditures to be made by Denmark during 1947 to 1948, the great 
bulk of the reconstruction effort depending upon private enterprise and 
private financing. 

Before the war, Denmark had never defaulted on any external debt. During 
the German occupation, with most of its foreign assets blocked, Denmark 
continued full interest payments in the United States, Switzerland and Sweden, 
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but was compelled to suspend payments of principal. In England and certain 
other creditor countries, interest as well as sinking fund payments had to be 
suspended, again as a result of the blocking of assets, but payments were re- 
sumed in 1945. There are now no arrears of interest due in any country and 
the Danish Government has advised the Bank that, as soon as conditions per- 
mit, Denmark intends to refund the only remaining overdue payments of 
principal, which are in dollars. t 

The Danish loan is in accord with the Bank’s mandate to foster economic 
recovery of member nations in the interests of world trade. This external 
financial assistance is justified by the record of the Danish people in their 
endeavour to regain economic stability and by their attainment of their present 
rate of production and exports. } i 

Loan to Luxembourg. On 28 August 1947, an agreement was signed granting 
a loan of $12 million to the Grand Duchy of Luxembourg. Of this total, the 
equivalent of $2 million will be lent in Belgian francs, the Government of 
Belgium having consented to the use of this sum out of Belgium’s paid-in 
subscription to the capital stock of the Bank. The loan to Luxembourg, there- 
fore, represents, to this extent, the Bank’s first use of its non-dollar capital 
for lending operations. : 

The purpose of the Luxembourg loan is to finance the purchase of equip- 
ment for the steel industry and of rolling-stock for the railways. Iron and steel 
production is the major industry in Luxembourg, and exports of metallurgical 
products in the years directly preceding the war comprised up to eighty per 
cent of all exports. As a result of under-maintenance during the war, the 
industry needs to be modernized and its production adapted to post-war market 
requirements. 

The railways of Luxembourg are of vital importance, both as adjuncts to 
the country’s heavy industry and as international carriers linking the Ruhr, 
the Saar, Lorraine, Switzerland, and other inland areas with the Low Country 
ports. At present the railways of Luxembourg are suffering from a shortage 
of rolling-stock. 

The loan from the Bank, by providing the means for raising the volume 
of traffic over Luxembourg’s railways and for expanding the country’s capacity 
to produce the type of steel products for which there is a heavy demand, is 
designed to increase Luxembourg’s national production, income, and export 
potential. In addition, because of the critical shortage of rolling-stock in 
Europe and the part which iron and steel play in the reconstruction of the 
continent, the loan should contribute to Europe’s recovery. Luxembourg has 
never defaulted on any Government obligations, except for interruption of 
service during the German occupation. 


Additional formal loan applications. Apart from the four countries men- 
tioned above, formal loan applications have been received from the following 
countries for the purposes indicated: 

Chile, $40 million: hydro-electric, forestry, harbour, urban and suburban 
transport, and railway projects; 

Czechoslovakia, $350 million: reconstruction of war damage and losses; 
restocking of raw materials; rehabilitation projects; 


Iran, $250 million: modernization and development of industry, agriculture 
and transport; 


Italy, $250 million: reconstruction and development; 
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Mexico, $209 million: irrigation, hydro-electric, pipe-line, highway, railway, 
and harbour projects; 

Poland, $600 million: equipment and materials for reconstruction of coal 
mining, iron and steel, textiles, electricity, and transport. 


_ These applications are in various stages of analysis and negotiation. In addi- 

tion, the Bank is now engaged in informal discussions with several countries, 
preliminary to their submission of formal applications. In a few cases special 
missions have been dispatched to countries which have indicated their intention 
of applying for loans, to review with them their economic situation and re- 
quirements and to consider what action it would be possible and appropriate 
for the Bank to take. It is expected that these activities will become increasingly 
important as the Bank moves further into the development field. 


Funps AVAILABLE FOR LOANS © 


Sound lending by the Bank is important, not only that its loans may prove 
productive, but also that the Bank may be able to borrow from the financial 
community the funds necessary for the Bank’s own lending operations. It 
cannot be emphasized too often that the Bank must rely on private invest- 
ment funds, rather than on its paid-in capital, for the main portion of its 
loanable resources. 

The capital funds of the Bank required to be paid in by member Govern- 
ments amount to only twenty per cent of the Bank’s total subscribed capital; 
on 31 October 1947, this paid-in capital aggregated $1,640,105,000, not 
including $4,915,000 of authorized deferments. The remaining eighty per cent 
of the subscription of each member is subject to call only if needed to meet 
the obligations of the Bank. It is not available for lending purposes; its essential 
purpose is to provide an additional safeguard for those who invest in the 
Bank’s securities. 

_~, Of the paid-in capital, only $731,087,000 is represented by United States 

dollars; the remainder consists of local currencies of the various members of 
the Bank, other than the United States. The Bank has received permission 
from the United States Government to use, for lending purposes, the entire 
amount of the capital paid in by the United States. It has also received from 
Belgium permission to lend Belgian francs up to the equivalent of $2,000,000 
out of the Belgian paid-in capital. The Bank hopes and expects that its few 
other members which are now in a position to do so will similarly permit their 
paid-in capital to be used for loans when the occasion arises. As economic 
recovery proceeds in other nations, it is expected that they too will make 
available their paid-in capital. 

At present, however, the demand is primarily for United States dollars and 
therefore, for all practical purposes, the only portion of the Bank’s capital 
funds which has been available for lending consists of the approximately $730 
million represented by such dollars. For loanable resources in excess of this 
amount, the Bank must look to the sale of its securities in the private invest- 
ment market, for the time being predominantly the United States market. 

The Bank can secure the funds it needs from private investors only if it can 
convince them that its loans will be sound business risks. To be sure, investors 

in the Bank’s securities have the guarantee afforded by the uncalled eighty 
per cent of the capital subscriptions of the Bank’s members. By reason of this 
guarantee, the Bank is enabled to make loans of a size which the investment 
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market is unwilling to undertake, and in some cases for meritorious projects 
for which private financing is not yet available. However, despite this guar- 
antee, it will not be possible for the Bank to sell its securities in the market in 
the amounts needed to carry out its objectives, unless investors have confidence 
that their funds will be used only for economically sound and productive 
purposes. 


BorRROWING OPERATIONS 


On 15 July 1947, the Bank made the first public offering of its bonds. This 
consisted of $100 million ten-year two and a quarter per cent bonds due 
15 July 1957 and $150 million twenty-five-year three per cent bonds due 
15 July 1972. Both issues were priced at par. The offering was made through 
more than 1,700 security dealers throughout the United States, more than 
twice the largest number of dealers who had ever before participated in a 
single security distribution. 

The offering was substantially oversubscribed. It must be remembered, how- 
ever, that a major factor contributing to the success of the offering was the 
importance attached by American investors to the guarantee afforded by the 
eighty per cent uncalled portion of the United States subscription to the capital 
of the Bank. As the operations of the Bank become much more substantial, 
the Bank’s portfolio of loans will be of increasing significance in the investor’s 
judgment as to the worth of the bonds. Fundamentally, it is the character of 
this portfolio which determines the Bank’s ability to borrow, and therefore to 
lend, in the sizable amounts contemplated by the draftsmen at Bretton Woods. 

At present, the United States is the only market available in which the 
Bank’s securities can be sold in large amounts. Furthermore, as has been 
pointed out, the present demand for loans is almost exclusively a demand for 
dollars, to make purchases in the dollar area. But these should not be con- 
tinuing conditions; as production and available supplies increase in other 
areas of the world, other currencies will be available for the purchase of the 
goods required for reconstruction and development and nations other than 
the United States will be in a position to permit the export of capital. It may 
be reasonably anticipated, therefore, that in the future, as conditions improve, 
non-American capital may be tapped by the Bank’s borrowing operations. 


THE INTERNATIONAL MONETARY FUND 


MEMBERSHIP AND SUBSCRIPTIONS 


During the first eight months of 1947, five additional countries were ad- 
mitted to membership in the International Monetary Fund, and a sixth (Fin- 
Jand) submitted an application for membership which was brought before 
the Board of Governors in September. The terms and conditions for the 
admission of Italy, Lebanon, Syria, and Turkey, which had been decided by 
the Board of Governors at their first annual meeting in September 1946, were 
complied with and membership was accepted within the period prescribed. 
The dates on which formal acceptance was registered are as follows: Turkey on 
11 March 1947; Italy on 27 March 1947; Syria on 10 April 1947; and 
Lebanon on 14 April 1947. Australia, whose application for membership was — 
approved in May 1947 by the Board of Governors in a vote without meeting, 
became the forty-fifth member of the Fund on 5 August 1947. 
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An additional Executive Director, Mr. Guido Carli of Italy, was elected 
on 14 May 1947, when the admission of the forty-second member, Italy, 
brought the votes of countries unrepresented by executive directors to a total 
7 0k. He is entitled to cast the votes of Denmark, Venezuela, Turkey, and 

aly. 

With the increase in Fund membership and the upward adjustment in the 
quotas of other members, aggregate quotas rose from $7,412.5 million in De- 
cember 1946, to $7,921.5 million on 15 November 1947. Of the aggregate 
quotas of $7,921.5 million, $6,597 million was the aggregate quota of countries 
for whose currencies par values had been agreed upon by 15 November 1947.1 
Quotas for members whose par values had not been agreed upon by 15 Novem- 
ber 1947, amounted to $1,325 million. 

The first subscription payments began after 18 December 1946, when the 
Fund announced that it would begin exchange transactions on 1 March 1947. 
On 15 November 1947, the amount of subscriptions paid by countries whose 
par values have been established was the equivalent of $6,584 million, so that 
the amount of authorized subscriptions yet to be paid was the equivalent of 
$13 million. This excludes the subscriptions of countries whose par values 
have not been established. The Fund’s holdings of gold on 31 August 1947 
amounted to $1,345 million and its holdings of currencies, including non- 
negotiable non-interest-bearing notes, amounted to the equivalent of $5,233 
million. 

Gold depositories had previously been established in New York, London, 
Shanghai, Paris, and Bombay, and in almost all member countries a currency 
depository has been designated for the deposit of the member’s currency 
owned by the Fund. 


FoREIGN EXCHANGE TRANSACTIONS 


After the Washington Conference of the Board of Governors in September 
1946, the Fund, during the remaining months of 1946 and early 1947, was 
principally concerned with completing the determination of initial par values 
and preparing for actual exchange operations. Agreement on the structure of 
exchange rates had to be reached with thirty-nine members of the Fund. It 
was recognized that this was a formidable task under existing conditions. How- 
ever, it had been generally foreseen that the Fund would have to begin its 
work in a period of disorder and devastation, and allowance for these con- 
ditions had been made in a number of provisions of the Fund Agreement. 
In fact, one of the major purposes in establishing the Fund was to ensure the 
maximum of international monetary co-operation and consultation in the 
transition period from war to peace. It was felt that a start towards orderly 
exchange arrangements could be made by establishing initial par values for as 
many countries as possible. ; 

Accordingly, on 18 December 1946, the F und announced its acceptance of 
the parities proposed for the currencies of thirty-two members and a number 
of non-metropolitan areas, and its intention of beginning exchange transactions 
on 1 March 1947. The Fund extended the period of consultation on the 
exchange rates for eight of the thirty-nine members—Brazil, China, the 
Dominican Republic, Greece, Poland, Yugoslavia, France in respect of French 


1The $6,597 million does not include Australia’s quota of $200 million since the 
Australian par value came into effect on 17 November 1947. 
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Indo-China, and the Netherlands in respect of the Netherlands Indies. Some 
of these nations were suffering from extreme inflation and it was necessary to 
rehabilitate their currencies before integrating them into the world structure 
of exchange rates. Uruguay’s initial par value was not definitely established, 
pending the completion of certain legislative proceedings in that nation. An 
initial par value was not set for the Dominican Republic for technical reasons. 

During 1947, the Fund established par values for four of the newly accepted 
members, namely, Turkey, Syria, Lebanon and Australia, and for Venezuela, 
which had accepted membership 30 December 1946. The par values established 
were those proposed by the respective countries and were based on existing 
rates for the United States dollar in these nations. Pending agreement on par 
values and the payment of subscriptions, members for whose currencies par 
values have not been established as of 17 November 1947, i-e., Brazil, China, 
Dominican Republic, Greece, Poland, Uruguay, Yugoslavia, and Italy, will 
not be able to use the resources of the Fund unless special terms and conditions 
are agreed upon with the Fund. 

During the period 1 March 1947, to 31 May 1947, the Fund sold $25 
million in United States dollars to France, and $6 million in United States 
dollars and £1.5 million in sterling to the Netherlands. The financial state- 
ment of the Fund for the quarter ended 31 August 1947 reveals that between 
31 May 1947 and 31 August the Fund sold approximately $100 million to 
members against their own currencies. 4 

In announcing the first exchange transactions, the Managing Director indi- 
cated the purposes for which the Fund’s resources could be used, stating “the 
resources of the Fund cannot be lent on long term for reconstruction, given 
away as relief, used in financing a capital flight, or in supporting an untenable 
exchange rate. In accordance with the Fund Agreement its resources can be 
used by members only in limited amounts for the purpose of helping a member 
to meet a temporary disequilibrium in its balance of payments on current 
account.” 

The Fund has clarified general procedure and policy with regard to requests 
by members for purchases of exchange against their own currencies. As set 
forth in its Second Annual Report, the Fund expects, through close and 
continuous contact with its members, to keep itself informed at all times of 
developments in each member country. In this way it expects to be in a 
position to form a judgment as to whether a member’s use of the Fund’s 
resources would be in accordance with the purposes of the Fund. Through 
such contacts a member would become aware of the Fund’s views. 


Go.p TRANSACTIONS 


In accordance with the Fund Agreement, the Fund has taken action directed 
towards stabilizing the price of monetary gold for all members and towards 
preventing any significant divergences from par of the external value of 
member currencies through transactions in gold, by prescribing a margin for 
sales and purchases of gold by members. This margin has been fixed at one- 
fourth of one per cent above and below par, exclusive of certain specified 
charges. 

Furthermore, in June 1947, with a view to preventing the extension of 
external gold transactions at premium prices, which generally involve a loan 
of gold from monetary reserves and which might contribute to the under- 
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mining of exchange stability, the Fund requested all its members to co-operate 
in the elimination of such transactions. 


EXCHANGE REsTRICTIONS AND MULTIPLE CURRENCIES 


The Fund Agreement provides that, during the transitional period, members 
may, subject to certain safeguards, maintain and adapt to changing circum- 
stances exchange restrictions on payments and transfers for current interna- 
tional transactions. Most members have availed themselves of these transi- 
tional arrangements. Only five countries, El Salvador, Guatemala, Mexico, 
Panama, and the United States, have already assumed the obligation freely 
to permit payments and transfers for current transactions. 

During this period, the Fund also dealt with multiple currency practices. 
In June 1947, the Fund announced that the Government of Ecuador had re- 
quested the approval of the Fund for an adaptation of its multiple currency 
practices through the imposition of a surcharge on non-essential imports, the 
surcharge to be used for retiring government debt. The Fund agreed to the 
use of this device for a period of two years or under, since it will have the 
effect, not only of limiting import demands, but also of decreasing the present 
inflated volume of currency and credit. 

Under the Fund Agreement, the Fund is empowered in exceptional circum- 
stances, even during the transitional period, to make representation to any 
member with a view to the withdrawal of exchange restrictions. The Fund is 
at present studying exchange restrictions and multiple currency practices now 
in force. It will consult with members with a view to the mitigation and 
eventual elimination of practices which are no longer warranted by balance 
of payment considerations or which have a harmful effect on the balance of 
payments of other countries. 


RELATIONS WITH MEMBER COUNTRIES AND OTHER INTERNATIONAL AGENCIES 


The Fund has placed considerable emphasis on perfecting liaison with 
member countries and other international agencies. It regards its advisory 
activities with member countries as a principal function and offers permanent 
machinery for co-operation and consultation among members on monetary 
problems. Fund representatives have been sent to a number of member coun- 
tries to discuss problems with their monetary authorities. 

The Fund has actively co-operated with various international agencies and 
has attended meetings and conferences. It has entered into a formal agree- 
ment with the United Nations. The Fund has taken an active part in the 
work of the conferences which drafted the charter for the International Trade 
Organization, and it is anticipated that a formal arrangement will be worked 
out between the Fund and the International Trade Organization when the 
latter is established. 


Boarp or GOVERNORS MEETING IN SEPTEMBER 1947 


The second meeting of the Board of Governors was convened in London 
11 September 1947, and adjourned on 17 September until September 1948, 
when the third annual meeting will be convened in Washington, D. C. During 
the course of the five sessions, the Board of Governors considered the recom- 
mendations of the Executive Board regarding the terms and conditions under 
which Finland shall be admitted to membership in the Fund. The recom- 
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mended terms were approved and, under the Executive Board resolution 
adopted by the Board of Governors, Finland will be allowed until 15 March 
1948 to accept membership in the Fund. 

The Board of Governors also considered the requests of Iran and Egypt for 
quota increases. In accordance with the Executive Directors’ recommenda- 
tions, the quota of Iran was authorized to be raised from $25 million to $35 
million and the quota for Egypt from $45 million to $60 million, provided that 
these countries apply for a proportionate change in their subscriptions in the 
Bank, and provided further that they consent to these changes on or before 
31 March 1948. 

At this second annual meeting, the Board of Governors adopted a resolution 
on silver, to supplement the resolution agreed to at the first annual meeting. 
In the first resolution it was stated that the Fund should gather any informa- 
tion on silver which could be useful in facilitating discussion on the subject 
in an international conference among interested member countries. The reso- 
lution adopted at the second annual meeting states that member countries be 
urgently requested by the Fund to submit pertinent data relating to silver, 
in order that the Fund can assemble whatever material is submitted and 
make it available to all members not later than 1 March 1948. 

The terms and conditions of the form of agreement between the United 
Nations and the Fund, presented at the Governors’ meeting by the Executive 
Board, was approved. A resolution relating to the election of an additional 
executive director was also passed. It provided that Fund members who are 
not entitled to appoint directors on 31 December 1947 and whose votes are 
not entitled to be cast by directors holding office, shall participate in the 
election, which shall be held at such time after 31 December 1947, as the 
Executive Directors shall determine. i 

Throughout the London meeting, as well as afterwards, the normal activities 
of the Fund, including sales of exchange and consultation with member coun- 
tries, continued. 


THE INTERNATIONAL CIVIL AVIATION ORGANIZATION 


The main effort of the International Civil Aviation Organization (ICAO) 
in the economic field during the period under review has been directed 
towards the development of a multilateral agreement on commercial rights 
in international civil air transport, first seriously attempted at the Civil Avia- 
tion Conference in Chicago in 1944. In accordance with a directive of the 
Assembly of ICAO a special Commission was convened in Geneva on 
3 November 1947. The Commission proceeded to discuss and develop such an 
agreement. There was general accord at the outset to the effect that, while an 
all-embracing multilateral agreement was unlikely to find general acceptance 
the aim of the Commission should be to embody the largest measure of 
agreement in the multilateral agreement and to leave as little as possible 
to the field of supplementary bilateral “route agreements”. The Commission 
was able to reach a substantial measure of agreement on such important 
subjects as capacity, rates, prohibited practices, and the settlement of disputes. 
Thereupon, the Commission returned to the consideration of the nature of the 
rights to be granted as regards routes under the multilateral agreement and 
of the relationship of the subsidiary route agreements which were deemed 
necessary to the main agreement. 
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In the concluding stages of the Commission’s deliberations, a serious diver- 
gence of views appeared on the vital question of the nature of rights to be 
granted under such route agreements. Certain delegations took the position 
that a route agreement authorizing stops in the territory of States other than 
the parties thereto must also authorize the taking on and putting down at 
such stops of all international traffic; others favoured a system under which 
the granting of “Fifth Freedom”* rights at such intermediate stops would 
remain optional. The latter opinion prevailed by the margin of thirteen votes 
to nine, with five abstentions.” Since it seemed unlikely that a sufficient number 
of States would accept a multilateral agreement thus restricted, the Commis- 
sion decided to abandon its hope of achieving an agreement which could be 
opened for signature in the near future. It did, however, prepare a final report 
for submission to contracting States and to the Assembly of ICAO; to this 
was attached a draft agreement which, it was hoped, might form the basis 
of future efforts towards a multilateral agreement and might serve as a guide 
to States in negotiating agreements of a more limited scope. 

Among the other subjects in the air transport field which have claimed the 
attention of the Organization have been international air mail, statistics, filing 
and publication of contracts and agreements, and facilitation of international 
air transport. 

The secretariat of ICAO is engaged in a comprehensive study of international 
air mail, tentatively scheduled to be completed in February 1948, when it will 
be examined by the Air Transport Committee and the Council, before being 
transmitted to contracting States for comment. It is expected that a final 
synthesis of the views of the Organization on the subject will be completed 
by September 1948 for submission to the Universal Postal Union. 

In the statistics field, three decisions of interest may be noted. Acting under 
authority conferred by the Assembly, the Council has decided to make pro- 
visional arrangements with the Statistical Office of the United Nations to col- 
lect the monthly air transport statistics from contracting States of ICAO that 
are now being received by the Statistical Office, and to settle provisionally, with 
the United Nations, a procedure for collecting similar statistical material from 
non-contracting States of ICAO, whether or not they are Members of the 
United Nations. These statistics are to be incorporated in the ICAO statistical 
reporting system and analysis. The Council has also approved the serial 
publication of summaries of statistical material received by the Organization 
from contracting States, and a provisional issue of the “ICAO Statistical Sum- 
mary” is to be circulated to contracting States with a request for their com- 
ments. The Provisional International Civil Aviation Organization Statistical 
Reporting Forms, 1947 edition, have been adopted for use by ICAO for the 
year 1947. The possible revision of these forms will be one of the matters con- 
sidered by the Statistical Division which is to convene in Montreal on 13 Janu- 
ary 1948. 


1“Pifth Freedom” traffic is traffic moving between two points, neither of which is in 
the State in which the airline concerned is established. 


2 For: Australia, Brazil, Canada, Colombia, Egypt, Greece, India, Italy, Mexico, New 
Zealand, Portugal, Turkey, and Venezuela. Against: Denmark, France, Ireland, the 
Netherlands, Norway, Sweden, Switzerland, the United Kingdom and the United States. 
Abstained: Argentina, Belgium, China, Czechoslovakia, and the Union of South Africa. 
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In the field of facilitation of international air transport with regard to 
customs, immigration, public health, and similar matters, the efforts of the 
Organization are at present centred on preparations for the meeting of a 
division of its Air Transport Committee in western Europe in the spring of 
1948 to consider these subjects. 
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CHRONOLOGY 


This chronology includes events of major economic significance, from the sur- 
render of Germany in May 1945 to the close of the United Nations General 
Assembly in November 1947. Events before May 1945 that pertained to the 
organization of the United Nations and its organs have also been included. 
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18 May. 


15 July. 


3 Sept. 


30 Oct. 


9 Nov. 


Titer 1943 


MAY 


United Nations Conference on Food and Agriculture, held at Hot 
Springs, Virginia (United States of America), attended by repre- 
sentatives of forty-four countries; reached agreement to establish 
an Interim Commission to prepare the creation of Food and Agri- 
culture Organization of the United Nations, to assist governments 


in achieving a reasonable balance between food production and 
consumption. 


JULY 


Interim Commission of Food and Agriculture Organization held 
its first meeting. 


SEPTEMBER 
Unconditional surrender of Italy. 


OCTOBER 


Declaration of Four Nations on General Security (Moscow Decla- 
ration), issued by the United States of America, the United King- 
dom, the USSR and China. The Governments pledged that their 
united action for prosecution of the war would be continued for the 
organization and maintenance of the peace; they also recognized 
the need for establishment, at the earliest practicable date, of a gen- 
eral international organization based on the sovereign equality 
of all peace-loving States, with membership open to all such States, 
for the maintenance of international peace and security. 


NOVEMBER 


Agreement establishing United Nations Relief and Rehabilitation 
Administration signed in Washington by forty-four countries. Pur- 
pose: to extend relief to the peoples of United Nations, to aid in 
prevention of pestilence and in the recovery of health, in prepara- 
tion and arrangements for return of prisoners and exiles to their 
homes, and to assist in resumption of urgently needed agricultural 
and industrial production and the restoration of essential services. 


First session of UNRRA Council, held in Atlantic City. 


1944 


JULY 


United Nations Monetary and Financial Conference at Bretton 
Woods, New Hampshire (United States of America), attended by 
representatives of forty-four nations, drew up articles of agreement 
of an International Monetary Fund to stabilize currencies and there- 
by promote foreign trade; also of International Bank for Reconstruc- 
tion and Development, to provide facilities for long-term loans to 
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21 Aug. 
to 


7 Oct. 


4 Feb. 
11 Feb. 


28 


enable countries to stabilize their economies and undertake long- 
term programmes of rehabilitation or industrialization. 


AUGUST 2 


Dumbarton Oaks Conversations on World Organization held in 
Washington, first by the USSR, the United Kingdom and the 
United States of America, and then by China, the United King- 
dom and the United States of America; resulted in Dumbarton 
Oaks Proposals published 9 October, for establishment of a general 
international organization having a General Assembly, Security 
Council, International Court of Justice, and a Secretariat. 


NOVEMBER-DECEMBER 


International Civil Aviation Conference, held in Chicago by fifty- 


four nations which drew up agreements: (1) providing for estab- 
lishment of a Provisional International Civil Aviation Organiza- 
tion (PICAO); (2) for the establishment thereafter of a perma- 


‘nent International Civil Aviation Organization (ICAO); (3) In- 


ternational Air Services Transit Agreement; and (4) International 
Air Transport Agreement. 


1945 
FEBRUARY 


Crimea (Yalta) Conference: President Roosevelt, Prime Minister 
Churchill and Marshal Stalin agreed to call a conference of United 
Nations at San Francisco on 25 April 1945, to prepare the Charter 
of the general international organization outlined at Dumbarton 
Oaks; China and the Provisional Government of France invited to 
act as joint sponsors. 


APRIL 


United Nations Conference on International Organization held at 
San Francisco, attended by representatives of fifty nations. 


MAY 


V-E Day, unconditional surrender of Germany. 

The United States of America: Chairman of War Production 
Board announced immediate revocation of 73 orders prohibiting 
or limiting manufacture of civilian goods; half of WPB’s 420 
orders to be removed in next few months. 

The United States of America: War Production Board revoked 
controls on 1,200 common civilian items. 

The United States of America: Treasury Department announced 
removal from “enemy territory” category of: Albania, Austria, 
Czechoslovakia, Danzig, Denmark, the Netherlands, Norway, and 
Yugoslavia, permitting resumption of commercial communications. 
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5 June. 


15 


10 


11 


July. 


Foreign Economic Administration resumed licensing of commercial 
exports to the Philippine Commonwealth. 


JUNE 


Allied Control Council: The USSR, the United Kingdom, the 
United States of America and France held first meeting in Berlin 
and proclaimed assumption of the government of the Reich, the 


boundaries of which were immediately returned to the limits of 
31 December 1937. 


Provisional International Civil Aviation Organization: Interim 
agreement establishing PICAO came into force. 


Sweden-Norway: Signed three financial pacts: (1) interest-free 
credit of 50 million kroner to._Norway for food purchase and refu- 
gee aid; (2) 15 million kroner credit to cover expenses of Nor- 
wegian Legation in Stockholm; and (3) agreement on financing 
of Norwegian building of ships in Swedish shipyards. 
Czechoslovakia: Government decreed the confiscation of all farms 
and corporations belonging to Germans, Hungarians, and “‘traitors 
and Nazi collaborationists”’. 

France: Information Ministry announced official demarcation of 
French occupation zone in Germany. 

The United Nations: Charter signed at San Francisco by fifty 
nations; also interim arrangements agreement, establishing Prepar- 
atory Commission of United Nations. 

The United Nations: Preparatory Commission held first meeting 
in San Francisco. 

Poland: New Provisional Government of National Unity, including 
members of the London Government-in-Exile, took office following 
resignation of former Provisional Government. 
Czechoslovakia-USSR: Signed agreement ceding Ruthenia to the 
USSR. 

The United States of America: President Truman signed law ex- 
tending Office of Price Administration for another year. 


JULY 


The United States of America: President Truman signed bill ex- 
tending, for three years, Reciprocal Trade Act, under which he 
was granted authority to reduce tariff rates a further 50 per cent. 
Switzerland-Spain: Entered into new commercial treaty. 
Poland-USSR: Signed trade agreement. 

The United States of America: Treasury Secretary announced that 
Seventh War Bond drive for $14,000,000,000 was oversubscribed 
by $12,000,000,000. 


Poland-Sweden: Signed trade agreement. 
295 


12 


13 
14 


16 


Brazil: Tightened import controls on machinery, rubber, and chem- 
icals. 
Italy: Announced state of war with Japan. 


Berlin (Potsdam) Conference of President Truman, Prime Min- 
ister Churchill and Marshal Stalin. 

USSR: Requested UNRRA assistance of $700 million. 

The United Kingdom: Election returns showed that Labour Party 
won by large majority in 5 July election. 


AUGUST 


Italy: Allied Commission in Rome announced that allied control 
over export trade was withdrawn except in case of the United 
States of America and USSR. 

The United States of America: President Truman signed bill for 
increase in lending authority of Export-Import Bank of Washing- 
ton, which was to become a permanent government agency, to 
$3,500,000,000. 

Argentina-Sweden: Trade pact signed for exchange of Swedish 
manufactures for food from Argentina. 

The United States of America-Switzerland: Signed reciprocal air- 
transport agreement. 

Italy-Switzerland: Commercial treaty entered into; Switzerland to 
advance £4 million in exchange for services and supplies. 

USSR: Declared war on Japan. 

The United States of America: State Department announced 
agreement among the United States, the United Kingdom, USSR 
and France, on establishing Allied Commission for Austria, and on 
dividing Austria and the city of Vienna into four zones. 
Yugoslavia: Legislative Committee accepted draft of Agrarian Re- 
form Law. No farmers to have more than thirty-five hectares; ab- 
sentee landlords to be deprived of all but five hectares without 
compensation. 

Mongolian People’s Republic: Declared war on Japan. 

Japan: Communiqué announced acceptance of Potsdam Declara- 
tion and unconditional surrender. 

The United States of America: War Man-power Commission an- 
nounced abolition of all man-power controls over employers and 
employees. 

USSR-Poland: Signed treaty defining their common frontiers and 
granting Poland 15 per cent of German reparations delivered to 
USSR in return for annual shipments of coal by Poland. 
Denmark-the United Kingdom: Monetary agreement signed. 


The United Nations: Meeting of Executive Committee of the 
Preparatory Commission, London. 


Finland: Trade with the United Kingdom resumed. 
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19 


21 Aug. 


23 


24 


2 Sept. 


11 


25 


25 Sept. 
to 


8 Oct. 


USSR: Disclosed preparation of new five-year plan for 1946 to 

1950, to increase Soviet industrial capacity above pre-war level. 

The United States of America: President Truman cancelled out- 

standing Lend-Lease contracts, notifying Allied Governments that 

$2,000,000,000 in goods already contracted for in the United 

States, as well as $1,500,000,000 in stockpiles throughout the 

world, could be obtained through purchase. 

USSR: Marshal Stalin announced the occupation of all Man- 

churia, of South Sakhalin, of Shumshu and Paramushiro in the 

Kurile Islands. 

China-USSR: Ratified treaty of friendship and alliance, and four 

agreements, three of which implemented the secret agreement of 

the Crimea Conference, announced 11 February 1946. 

USSR-Hungary: Agreement signed on economic co-operation. 

Germany: Proclamation of establishment of Allied Control Council. 
SEPTEMBER 

Japan: Signed terms of unconditional surrender on board the 

U.S. battleship Missouri. 

The United Kingdom-Netherlands: Signed agreement fixing ex- 

change rate at 10.691 guilders to the pound sterling, for next three 

years. 

France-Ethiopia: Signed agreement settling differences over border 

between Ethiopia and French Somaliland and the jointly-owned 

railroad from Djibouti to Addis Ababa. 

Austria: First meeting of Allied Council. 

Council of Foreign Ministers: Meeting opened in London. 

USSR: Announced modifications of terms to Roumania: Soviet 

Union to return some shipping; return control of railway; lend 

Roumania 150,000 tons of grain; and reduce Roumanian armistice 

indebtedness. 

Spain-France: Trade agreement signed. 


Poland-USSR: Treaty of friendship, mutual assistance and post- 
war collaboration ratified. 

The United States of America-the United Kingdom: Agreement 
signed in London to establish Anglo-American Petroleum Commis- 
sion, to further the efficient and orderly division of international 
petroleum trade. 

The United Kingdom: Cancelled more than 50 per cent of con- 
tracts for Lend-Lease goods outstanding on V-J Day. 

Germany: Allied Commanders-in-Chief of occupying forces issued 
proclamation stating that Allies would regulate all matters affect- 
ing Germany’s relations with other countries; assume control of 
gold and foreign currencies within country; control all merchant 
shipping, shipbuilding, and repair, as well as inland transport. 


World Trade Union Conference: Met in Paris. 
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1945, 
26 Sept. 


27 


29 


2 Oct. 


Netherlands-the United States of America: Air agreement. 
Tangier: First meeting of International Control Commission and 
statement of Belgium, France, Netherlands, Portugal, Spain, the 
United Kingdom and the United States of America, on re-establish- 
ment of Tangier as an international zone. 

European Central Inland Transport Organization: An agreement 
for joint control and allocation of all civil transport in continental 
Europe and establishment of an organization (ECITO) to work 
out uniform tariffs and rates for international traffic was signed in 
London by Belgium, Czechoslovakia, France, Greece, Netherlands, 
Norway, Luxembourg, USSR, the United Kingdom, the United 
States of America, and Yugoslavia; pact to be effective for two 
years, 

The United States of America: Foreign Economic Administration 
abolished and functions to be distributed to other federal agencies 
not later than 31 December. 

Argentina: Termination as of 21 February 1946 of trade agreement 
with the United Kingdom, originally concluded 1 December 1936. 
China, USSR, the United Kingdom, the United States of America: 
Agreed to establish Far Eastern Commission to formulate policies 
for executing Japan’s surrender. 


OCTOBER 


Council of Foreign Ministers: Terminated session after disagree- 
ment as to countries to participate in discussions on treaty matters. 
World Federation of Trade Unions: Inaugurated at World Trade 
Union Conference in Paris. 

Canada: War-time financial aid to the United Kingdom to 2 Sep- 
tember 1945 announced as $4,600 million; in addition, $200 mil- 
lion in war plants in Canada and $800 million in securities have 
been bought from the United Kingdom to provide the United 
Kingdom with Canadian dollars. 

Japan: Government deposited at Allied Headquarters $250 million 
worth of gold, silver, and platinum. 

Indonesia: People’s Army declared war on Dutch-Eurasian and 
Amboinese. 


International Labour Conference: Met in Paris. 

United Nations Food and Agriculture Organization: First session 
of conference at Quebec. Constitution signed by twenty-nine na- 
tions at opening of conference. 

The United States of America: Export-Import Bank granted $50 
million loan to Netherlands, for purchase of farm and manufac- 
tured products in the United States. 

Argentina: Colonel Juan Perén established new government. 


The United States of America-USSR: Credit contract with the 
298 


18 Oct. 


19 


20 


aa 


26 


27 
30 


31 


1 Nov. 


to 


16 Nov. 


United States Foreign Economic Administrator for $350 million 
to $400 million of Lend-Lease goods, delivery of which was halted 
on V-J Day. 

Czechoslovakia: Government decreed nationalization of mines, 
natural resources, pig-iron and steel enterprises, large food and 
agricultural undertakings, and banking and insurance. 

Sweden: Government forbade export of uranium and its extraction 
without government licence. 

France: Arrangement made for transfer of 750,000 German pris- 
oners to work in France, provided they were fed in conformity 
with Geneva Convention. 

Austria: Provisional Government recognized by four Allied occupa- 
tion powers. 

Belgium-the United States of America: The United States an- 
nounced agreement on compensation to Belgium for $90 million 
in excess of reverse Lend-Lease supplied by Belgium to the United 
States forces. 

The United Nations: Charter came into force with the signing of 
protocol by the United States Secretary of State, after deposit of 
ratifications of five permanent members of the Security Council 
and a majority of other signatories. 

Belgium-Canada: Loan agreement entered into by which Belgium 
received $25 million to purchase Canadian goods. 
Finland-USSR: Frontier fixed by delegation from USSR, Finland 
and Norway at Helsinki. 

Belgium: Premier announced Bank of Belgium to be nationalized. 
Japan: Far Eastern Advisory Commission met in Washington. 
Countries represented: The United States of America, the United 
Kingdom, France, China, Australia, New Zealand, Canada, Nether- 
lands, Philippines, and India. 

International Labour Organisation: Conference of 15 October 
voted to exclude Argentina on grounds that trade union freedom 
had been suppressed in Argentina. 


NOVEMBER 
United Nations Conference for the Establishment of an Educa- 
tional, Scientific and Cultural Organization: Held in London; at- 
tended by representatives of forty-four countries; Constitution 
adopted. 
The United Kingdom: Government announced plans to nationalize 
civil aviation and communications. 
The United Kingdom-Czechoslovakia: Trade and monetary pact 
entered into. 
Italy: Terms of Italian Armistice (1943) published in London. 
Reparations Conference: Began in Paris with séventeen countries: 
Australia, Belgium, Canada, Denmark, Egypt, France, Greece, 
India, Luxembourg, New Zealand, Netherlands, Norway, Czecho- 
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1945. 


15 Nov. 


16 


19 


20 


24 Nov. 


22 Dec. 
24 Nov. 


2 Dec. 


~ 
slovakia, Union of South Africa, the United Kingdom, the United 
States of America, and Yugoslavia. 
International Labour Organisation: Maritime Technical Confer- 
ence convened in Copenhagen. 
The United States of America: Statement on atomic energy issued 
at conclusion of talks in Washington among President Truman, 
Prime Minister Attlee, and Prime Minister King of Canada. 
Argentina: Buenos Aires reported 201,000 tons of oil en route from 
the United States, as result of recent lifting of ban on oil exports 
to that country. Ban lifted to ensure Argentine wheat shipments 
to Europe. 
The United Kingdom: Government’s five-year programme of na- 
tionalization announced in Parliament. 
World Power Conference: International Executive Council con- 
vened in London. 
International Whaling Conference: Opened in London. 
Germany: Allied Control Council approved plan for transfer into 
Germany of 6,650,000 Germans from Austria, Czechoslovakia, 
Hungary, and Poland. 
Poland-USSR: Agreement signed on direct railway traffic. 


The United Nations: Preparatory Commission of United Nations 
met in London. 


The United States of America: Rationing of meat and fats ended, 
leaving sugar only food on list. 


Yugoslavia: Constituent Assembly proclaimed Federal People’s Re- 
public of Yugoslavia and abolished monarchy. 


DECEMBER 


France: Constituent Assembly voted nationalization of five banks. 
The United States of America: Export-Import Bank made $550 
million loan to France. 

The United Kingdom-the United States of America: Loan agree- 
ments announced, under which the United Kingdom is to receive 
credit of $3,750 million. 

The United States of America: Proposals for consideration by an 
International Conference on Trade and Employment made public 
by Secretary of State. 

The United States of America: Export-Import Bank announced 
loan of $20 million to Mexico. 


Italy: Government formed, headed by de Gasperi. 


Moscow Conference: Foreign Ministers of the United Kingdom, 
USSR, and the United States of America held session in Moscow. 


The United Kingdom: House of Commons passed bill nationaliz- 
ing Bank of England. ; 
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18 Dec. 


20 


21 


ee 


25 


27 


29 


1 Jan. 


Hungary: Government assumed control of mines. 


The United States of America: Export-Import Bank announced 
two loans, totalling $100 million, to Belgium. 


Germany: Inter-Allied Reparations Agency announced schedules 
of payments under Category A, German assets abroad, and under 
Category B, internal assets. 

The United Nations: Preparatory Commission adjourned after 
drawing up report including provisional rules of procedure, pro- 
visional agenda, recommendations on committee structure, budget 


and working capital fund, to be submitted to first part of General 
Assembly. 


The United States of America: President Truman issued an order 
for entry into the United States, within established immigration 
quotas, of European war refugees at rate of 39,000 yearly. 
‘Moscow Conference of Foreign Ministers (the United Kingdom, 
USSR, and the United States of America) announced agreements 
for drawing up peace treaties with Axis powers, requesting adher- 
ence of France and China. 

Hungary: Government issued decrees expelling all German-speak- 
ing residents, estimated at 500,000, in addition to 250,000 to 
300,000 already ordered to leave. 

France: Finance Ministry devalued franc to rate of 119.107 to 
United States dollar and 480 to pound sterling. 

International Monetary Fund, and International Bank for Recon- 
struction and Development: Bretton Woods Agreement establish- 
ing International Monetary Fund and International Bank for 
Reconstruction and Development came into force, being signed by 
twenty-eight governments representing 80 per cent of total shares 
of the Bank and twenty-nine governments representing about 80 
per cent of total quotas of the Fund. 

Conference of Foreign Ministers in Moscow announced agreement 
on the creation of a Far Eastern Commission and an Allied Coun- 
cil for Japan, and agreements for ultimate re-establishment of a 
free Korea, withdrawal of USSR and United States troops from 
China, and recommendations to United Nations General Assembly 
for creation of a United Nations Commission for the Control of 
Atomic Energy. 

France-the United States of America: Civil air agreement. 
France-USSR: Trade agreement signed. 


1946 


JANUARY 


The United Kingdom-Siam: Peace treaty signed. 
France: Assembly passed budget as follows: expenditure 470,000 
million francs, revenue 289,472 million francs; ordinary expendi- 


tures, 271,274 million, reconstruction 41,760 million, and defence 
158,000 million francs. 
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3 Jan. 


1946. 


12 


13 


17 


18 


France-USSR: Five-year agreement tor resumption of trade on 
most-favoured-nation basis. 

Czechoslovakia-United States: Civil air agreement. 

Poland: National Council nationalized communications, banks, 
mines, factories, and public utilities. 

The United States of America: Export-Import Bank granted $25 
million credit to Saudi Arabia. 


European Coal Organization: Agreement signed in London for- 
mally establishing the organization, provisionally set up in May 
1945, to promote supply and distribution of coal and mining sup- 
plies. Signatory governments were Belgium, Denmark, France, 
Greece, Luxembourg, Netherlands, Norway, Turkey, the United 
Kingdom, and the United States of America. 

France: Announced sequestration of the Saar coal mines, 3 Jan- 


uary. 


The United Nations: First General Assembly held first part of first 
session in London. 

Italy: Treaty with Spain signed in Rome by which, inter alia, par- 
tial liquidation of debts incurred by Spain during the civil war, 
estimated at 5,000 million lire, was arranged. 

Albania: Constituent Assembly proclaimed a People’s Republic. 
Germany: Allied Control Council fixed steel production in Ger- 
many at 5.8 million tons a year, with capacity ceiling of 7.5 million 
tons a year. 

The United States of America: Export-Import Bank granted $25 
million loan to Greece to control inflation, maintain order. 

The United Nations: Security Council: Six non-permanent mem- 
bers elected by General Assembly were: Australia, Brazil, and 
Poland for two years; and Netherlands, Egypt, and Mexico for one 
year. 

The United Nations: General Assembly completed the initial elec- 
tion of eighteen members to the Economic and Social Council: 
Belgium, Canada, Chile, China, Colombia, Cuba, Czechoslovakia, 
France, Greece, India, Lebanon, New Zealand, Norway, Peru, 
Ukrainian SSR, USSR, the United Kingdom, and the United 
States of America. 

Reparations Conference: Document ratifying the decisions of the 
conference was signed in Paris by representatives of Belgium, 
France, the United Kingdom, the Netherlands, Luxembourg, and 
Yugoslavia. 


The United States of America: Export-Import Bank in- 
land $35 million credit. : eat ea eee 


The United States of America: Export-Import bank approved $33 
million grant to help China finance import of 300 600 mle 
raw cotton from the United States. 


Yugoslavia-Poland: Signed trade agreement. 
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26 


30 


1 Feb. 


> 


11 


12 


ki United States of America: 750,000 steel workers went on 
strike. 
The United States of America: Export-Import Bank announced 


new credit of $780,000 to Ecuador for reconstruction of links in 
Pan-American Highway. 


The United Nations: Economic and Social Council, first meeting 
in London. 


The United Nations: General Assembly unanimously established 
Atomic Energy Commission. 

The United Kingdom-Greece: Signed agreement giving Greece 
£10 million loan to stabilize drachma, and £500,000 for direct 
assistance. 

Italy: Devalued the lira for purposes of trade abroad, making the 
pound sterling worth 900 lire, and the United States dollar 225 
lire. This represented the addition of a premium of 125 per cent to 
the official rates of 400 to the pound sterling and 100 to the United 
States dollar. 


The United Kingdom: House of Commons approved the coal 
nationalization bill. 


FEBRUARY 


Hungary: National Assembly passed bill making Hungary a re- 
public. 


The United States of America: Transferred $500,000 airfield at 
Salinas to Ecuador. 

The United Nations: Trygve Lie of Norway unanimously elected 
Secretary-General of the United Nations. 

France-Finland: Signed one-year commercial accord. 

The United Nations: General Assembly and Security Council 
elected fourteen judges for the International Court of Justice. 
USSR: Marshal Stalin announced new five-year plan calling for 
sharp production increases. 

Canada: Announced credit of $60 million for China’s purchase of 
Canadian goods in 1946 and 1947. 

France-Italy: Signed trade agreement for exchange of 7,000 mil- 
lion lire worth of goods, in Rome. 

The United Kingdom-the United States of America: Published 
terms of secret agreement made by President Roosevelt, Marshal 
Stalin, and Prime Minister Churchill, at Yalta on 11 February 
1945. 


The United Kingdom: House of Commons voted for social security 
bill. 


The United Kingdom-the United States of America: Air treaty 
signed in Burma. 


Canada: Announced loan to the Netherlands Government of $100 
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1946. 


14 Feb. 


15 


17 


20 


26 


27 


28 


1 Mar. 


million, in addition to $25 million loaned the Netherlands 25 May 
1945. 

The United Nations: General Assembly approved New York as 
interim United Nations Headquarters. ‘ 
General Assembly voted unanimously adoption of resolution on 
steps to meet world-wide food shortage. 

The United Nations: General Assembly adjourned until 15 Sep- 
tember 1946. 

Mexico-the United Kingdom: Signed agreement in Mexico City 
providing for appointment of experts to value certain petroleum 
industrial properties, to determine compensation to be paid British 
owners affected by expropriation acts of Mexican Government. 
Mexico-Netherlands: Signed parallel agreement to above. 

The United States of America: Export-Import Bank granted China 
$32 million credit for purchase of cargo vessels and electrical equip- 
ment. 

The United States of America: Granted Greece loan of $10 mil- 
lion, repayable over 30 years, for purchase of United States Army 
surplus. 

USSR-Mongolian People’s Republic: Treaty of friendship and 
mutual assistance, and agreement on economic collaboration, 
signed. 

France-China: Signed treaty ending French extra-territorial rights 
in Peiping, Amoy, Shanghai, Tientsin, Hankow, and Canton. ° 
France-the United Kingdom: Signed civil aviation agreement. 
France: Foreign Ministry announced the United Kingdom’s de- 
clination of renewal of financial agreement just expired, which had 
opened reciprocal 12-months’ credits of £100 million for French 
purchases in the United Kingdom, and 20,000 million francs for 
British purchases in France. 

India: Finance Minister introduced budget to Indian Central As- 
sembly announcing estimated expenditure for 1945-1946 of 
Rs 505.61 crores (Rs 1.5 crores equal £1 million), and revenue of 
Rs 360.66 crores. Defence expenditures would be Rs 296.66 crores. 
Total revenue was estimated at Rs 307 crores and “revenue ex- 
penditure” at Rs 355.71 crores, leaving a revenue deficit of 
Rs 48.71 crores. 

Union of South Africa: Finance Minister presented budget in 
Parliament, showing total expenditure for 1946 of £131 million, 
and receipts of over £134 million. Taxation was substantially re- 
duced, although income taxes remained unchanged. : 


MARCH 


The United States of America: Secretary of Treasury disclosed that 
in August the Soviet Union had asked for a loan of $1,000,000,000 
and that a delegation had been invited to Washington to discuss it. 


Norway-Switzerland: Trade treaty granting Norway credit of 5 
million francs for purchase of reconstruction materials. 
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B29 


30 


1 April. 


Canada-the United Kingdom: Conclusion of agreement by which 
Canada would provide the United Kingdom with credit of $1,250 
million. 
International Monetary Conference: Boards of Governors of In- 
ternational Monetary Fund and of International Bank for Recon- 
struction and Development held inaugural meetings at Savannah, 
Georgia (United States of America). Representatives of thirty-four 
member nations convened: eight nations, including the USSR, 
sent observers. 
USSR-Hungary: Civil aviation pact signed. 
Argentina-the United Kingdom: Trade agreement extended six 
months. 
The United Kingdom-Switzerland: Monetary agreement signed, 
fixing rate of exchange at 17.35 francs to the pound sterling, and 
lifting ban on travel to Switzerland. 
India: Notified Union of South Africa of termination of com- 
mercial agreement, in reprisal for rejection of proposals for South 
African legislation affecting Indians in South Africa. 
France: Assembly voted unanimously to promote colonies of Mar- 
tinique, Guadeloupe, Réunion, and French Guiana to status of 
departments of mother country. 
Poland-Yugoslavia: Treaty of friendship and mutual assistance 
signed. 
The United States of America: Export-Import Bank announced 
$200 million loan to Netherlands. 
The United Nations: Moved into temporary headquarters at 
Hunter College, New York. 
Britain-Transjordan: Signed treaty ending British mandate. 
Argentina: Nationalization of Central Bank decreed. 
Germany: Allied Control Council reached agreement on future 
level of German industry. Expected effect is general reduction of 
industry level to 55 per cent of 1938 level. 
Provisional International Civil Aviation Organization: Ended 
twenty-three-day conference in Dublin on North Atlantic air routes. 
The United States of America-France: Signed air transport pact. 
USSR-Hungary: Agreement for joint steamship and civil aviation 
companies signed. 
France: Assembly nationalized gas and electric industries. 
Turkey-Iraq: Signed agreement for collaboration in cultural, eco- 
nomic, and security matters. 
The United States of America: Granted Austria $10 million credit 
for purchase of war surplus goods. 

APRIL 
Iraq-Yemen: Signed trade and extradition agreements. 
The United States of America: Export-Import Bank granted loan 
of $25 million to Italy for purchase of raw cotton. 


305 


1 Apr. 46 
to 
16 April. 
5 


8 April 
to 
18 April. 
9 


11 


15 


18 


19 


International Labour Organisation: Third Conference of American 
countries, at Mexico City. 

Turkey-Iran: Signed agreement for cultural, economic, and se- 
curity collaboration. 

Japan: First meeting of Allied Council for Japan, held in Tokyo. 
Iran-USSR: Iranian Premier and Soviet Ambassador announced 
agreement in Teheran on dispute: (1) USSR troops to evacuate 
all Iranian territory by 6 May; (2) joint Iranian-USSR oil 
company to be established, terms to be submitted to new Parlia- 
ment within seven months after 24 March; and (3) Iranian Gov- 
ernment to deal with necessity for reforms under existing laws 
affecting people of Azerbaijan as an internal problem. 
France-USSR: Agreement signed for delivery of 500,000 tons of 
grain by USSR to France. 

Hungary: Agreed to pay $300 million in cash, materials, and 
labour, in reparation agreement published in Prague; USSR to 
receive $200 million; Yugoslavia, $70 million; and Czechoslovakia, 
$30 million. 


League of Nations: Twenty-first, and final, Assembly held in 
Geneva. 

Canada: Extended $242.5 million credit to France. 

Iraq-the United Kingdom: Agreement, under which Iraq would 
receive up to $14 million from the United Kingdom in exchange 
for sterling, renewed for one year. 

The United Kingdom: Chancellor of Exchequer introduced British 
budget for 1946 to 1947, calling for expenditure of £3,837 million 
against total estimated revenue of £3,193 million. Main expendi- 
tures: defence £1,667 million, civil departments £1,652 million, 
Consolidated Fund services £518 million. The debt charge would 
amount to £490 million. Deficit in balance of payments estimated 
at £750 million. 

The United States of America: Commerce Department removed 
export restrictions on trade with Argentina. 

Poland-USSR: Trade agreement signed. 

USSR-Roumania: USSR extended payment of reparations from 
Roumania from six to eight years. 

League of Nations: Final dissolution of League, created 10 Janu- 
ary 1920. Final session attended by delegates of thirty-four nations; 
turned over to the United Nations its $11.7 million worth of prop- 
erty; approved continuation of mandates until the United Nations 
Trusteeship Council could take over; terminated the Permanent 
Court of International Justice. 

International Court of Justice: Inaugural sitting at The Hague. 


The U nited States of America: Secretary of Agriculture announced 
that, effective 22 April, Government would require millers to re- 
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23 April. 


24 


25 


25 April 
to 
16 May. 


26 April. 


27 


duce flour production for domestic use by 25 per cent and would 
limit their inventories. Food manufacturers would be required to 
reduce wheat consumption 25 per cent. Announced bonus of 30 
cents a bushel on wheat delivered to Government by 25 May and 
on 50 million bushels of corn. Also announced that Government 
would buy unlimited amount of oatmeal for export. 

USSR: Extended payment of reparations from Hungary from six 
to eight years. 


USSR: Treaty of friendship and mutual assistance between USSR 
and Mongolian People’s Republic ratified. 

Combined Food Board: Raised UNRRA’s grain allotment from 
363,000 tons to 460,000 tons; the United Kingdom agreed to divert 
200,000 tons during April and early May, of which 60,000 tons 
were allotted to UNRRA, 10,000 tons to India, 60,000 tons to 
British zone in Germany, 10,000 tons to South Africa, and 10,000 
tons elsewhere; the United States and Canada to replace the 
200,000 tons in Britain later. 

The United States of America-Poland: Poland received $40 mil- 
lion credit through Export-Import Bank for purchase of railroad 
equipment, on condition that Poland hold “free and unfettered” 
elections, in accordance with commitments made at Yalta and 
Potsdam conferences. Poland also obtained additional $50 million 
credit to buy United States surplus property abroad. 

Provisional International Civil Aviation Organization: European- 
Mediterranean regional air navigation meeting began in Paris. 
France: Constituent Assembly voted nationalization of larger in- 
surance companies. 

Finland-USSR: USSR agreed to excuse Finland from further de- 
liveries of goods as reparations and promised shipments of fer- 
tilizers and 100,000 tons of grain to Finland. Finland agreed to 
lease to USSR the power station to supply the Petsamo nickel 
mines. 

Canada-France: Canada granted loan to France of $240 million, 
for purchases in Canada. 

The United States of America: Export-Import Bank granted 
Netherlands an additional $200 million loan. 

Conference of Foreign Ministers (of France, the United Kingdom, 
the United States of America and USSR): began discussions in 
Paris on peace treaties for Bulgaria, Finland, Hungary, Italy, and 
Roumania. 

France: Constituent Assembly closed last session after passing coal 
mines bill bringing entire industry under national controls. 
Colombia, Ecuador, Venezuela: At Caracas Conference, agreed on 
initial investment of $20 million in a joint merchant marine. 

The United States of America: Released blocked accounts of 
Czechoslovakia and Luxembourg. 

USSR-Bulgaria: Trade agreement for 1946 signed. 
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29 April. 
1946. 


30 


1 May. 


The United Kingdom-France: Financial agreement signed in Lon- 
don, prolonging existing mechanism of payments between franc 
and sterling areas until 31 December 1946. Balance outstanding 
(£11 million) of credit granted to France by agreement of 27 
March 1945 to be repaid in agreed instalments over three years. 
Conference of Foreign Ministers: United States Secretary of State 
Byrnes proposed that twenty-five-year, four-power treaty to 
keep Germany disarmed be placed on agenda. 
Palestine: Anglo-American Committee of Inquiry on Palestine is- 
sued report which urged immediate admission of 100,000 Euro- 
pean Jews into Palestine; admission by other nations; continuation 
of British mandate, pending establishment of a trusteeship under 
the United Nations; ultimate establishment of Palestine as neither 
an Arab nor a Jewish state, but a state guarding rights of Moslems, 
Christians, and Jews alike. 
The United States of America: Established $520 million fund for 
rehabilitation of the Philippine Commonwealth. 
USSR-Finland: Signed trade agreement. 

MAY 
The United States of America: Bureau of Labor Statistics reported 
that 1,660,000 strikers caused record loss of 54,700,000 man-days 
in first quarter of year. 
Combined Food Board: Reported only 581,000 tons of rice avail- 
able to meet requirements of 2,100,000 tons. 
United Nations Relief and Rehabilitation Administration: Direc- 
tor General diverted seven ships at sea, to Trieste, to unload 46,000 
tons of food for Austria; announced that Latin American countries 
had pledged an additional $22 million in cash or food. 
Siam-the United Kingdom: Agreed on British purchases of 1.2 
million tons of rice for delivery during next twelve months. Siam 
was released from obligation to supply up to 1.5 million tons free of 
charge. 
The United States of America: State Department announced $10 
million loan to Austria, and similar loan to Hungary for purchase 
of United States surplus property overseas. 
USSR: Government launched 20,000,000,000 ruble ($3,774 mil- 
lion) non-interest bearing loan for rehabilitation and development, 
for term of 20 years. Lottery prizes to replace interest. 
USSR-Finland: Trade treaty announced; principal stipulations: 
6,500 prefabricated houses to be provided by Finland and 100,000 
tons of grain by the USSR. 
Argentina: Notified UNRRA that it would ship 500,000 tons of 
wheat and corn to Europe before June. 
The United Kingdom: House of Commons nationalized civil avia- 
tion. 
Combined Food Board: In Washington, allotted UNRRA 491,000 
tons of grain for May as against request for 700,000 tons. 
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8 May. 


14 


16 


17 


17 


18 


20 


The United States of America agreed to settle Turkey's $90 million 


Lend-Lease account for $4.5 million. 


Czechoslovakia-Yugoslavia: Treaty of friendship, mutual assist- 
ance, and post-war collaboration announced. 

The United States of America: Suspended deliveries, under the $50 
million surplus property credit extended to Poland, because of 
doubt regarding Poland’s fulfilment of obligations in connexion 
with elections. 

The United States of America-India: Cancelled all Lend-Lease 
obligations after agreeing there was an unpaid remainder (of over 
$400 million on each side) in the aid exchanged. 

Conference of Foreign Ministers: Adjourned in Paris. 

The United Kingdom-France: Concluded negotiations for the 
United Kingdom importation of £4 million of wines and spirits 
in 1946. 

Netherlands-the United Kingdom: Agreement on shipment of 
40,000-tons of Dutch vegetables to British zone of Germany. 
Denmark-the United Kingdom: Agreed on export price of bacon 
and of eggs for three years. 

The United Nations: Temporary Transport and Communications 
Commission recommended the calling of a world conference on 
passports and frontier formalities, another on telecommunications, 
and an investigation of Europe’s inland waterways. 

The United Nations: Nuclear Economic and Employment Com- 
mission urged creation of a sub-commission to help speed recon- 
struction of devastated areas. 

The United States of America-the United Kingdom: Agreed to 
export 10 million tons of cereals to famine-stricken nations between 
May and September, against requirements of 11.4 million tons; 
the United Kingdom reduced its wheat demands by 200,000 tons 
in return for United States agreement to standardize rations in the 
United Kingdom and United States zones of Germany. 

The United Kingdom-Argentina: Signed commercial air agree- 
ment. 

USSR: Moscow pledged over 1.1 million tons of grain to France, 
Finland, Poland, and Roumania. 

Yugoslavia-Hungary: Concluded agreement under which the lat- 
ter would pay $70 million in reparations, to include deliveries of 
railway equipment and steamships, and construction of industrial 
plants.. 

The United Kingdom: House of Commons passed coal-industry 
nationalization bill on its third reading. 

Mexico: Purchased British-owned Mexican Railway Company for 
$9.5 million. 

Food and Agriculture Organization: Conference on urgent food 
problems in Washington decided on establishment of an Interna- 
tional Emergency Food Council to replace the Combined Food 
Board. 
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27 
28 


29 


5 June. 


The United Kingdom: House of Commons, on second reading, ap- 
proved nationalization of Cable & Wireless Ltd. 

Switzerland: Made informal agreement with eighteen Allied na- 
tions for surrender of 50 per cent of German capital in Switzer- 
land, and of $58,140,000 of looted gold shipped in by Germany. 


Provisional International Civil Aviation Organization: Met in 
Montreal; thirty-six nations represented. 

The United States of America: President Truman signed bill con- 
tinuing government control of exports until July 1947. 


The United Nations: Second session of Economic and Social Coun- 
cil, New York. 

Germany: United States zone authorities announced reparation 
deliveries had been stopped, except for factories already allocated, 
with no further dismantling until Potsdam Agreement terms, on 
administration of Germany as an economic entity, with export- 
import programme to provide credits for needed food imports and 
raw materials and free inter-zonal trade, had been met. 
Iceland-USSR: First trade agreement. 

France-the United States of America: Concluded Lend-Lease 
settlement, and arranged two loans to France totalling $1,370 
million. 

Poland-USSR: USSR cancelled Poland’s obligations, incurred by 
war-time supplies to Polish Army; agreed to supply Polish Army 
until a national armament industry was established; expressed 
readiness to assist with credits from USSR gold reserves and to 
increase stocks of scarce supplies. 

The United States of America: End of 59-day strike in soft coal 
mines, which cost estimated 90 million tons of coal and 18 million 
tons of steel. 


JUNE 


The United States of America: State Department announced grant 
of $50 million credit to Czechoslovakia for purchase of United 
States war surplus goods. 

International Labour Organisation: Twenty-eighth (maritime) ses- 
sion of International Labour Conference in Seattle, Washington 
(United States of America), attended by representatives of thirty- 
two nations. 

Provisional International Civil Aviation Organization: Assembly in 
Montreal ended, after establishing procedures for future pacts on 
air rights and legal standards; voted Montreal as headquarters; and 
admitted Ireland. 

USSR-Yugoslavia: Signed pact under which USSR will help to 
rebuild Yugoslav war industries and equip Yugoslav army. 


The United States of America-Australia: Settled Lend-Lease ac- 
count. 
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ya 


13 June. 


14 


15 


19 


19 June 
to 

22 July. 
20 June. 


21 


24 


25 


Pap 


28 


29 


30 


Afghanistan-USSR: Signed pact; Afghanistan obtained water 
rights on Kushka River, in exchange gave up claims to the Kushka 
district in Turkmen Soviet Socialist Republic. 


The United Nations: Atomic Energy Commission (twelve mem- 
bers), met for first time in New York. 


The United States of America: President Truman announced to 
Congress that Lend-Lease aid from 11 March 1941 to 31 Decem- 
ber 1945, inclusive, totalled $49,096 million. Reverse Lend-Lease to 
2 September 1945 totalled $7,345,747,000. 


Germany: State Economic Ministers of the United States and 
USSR zones agreed on quarterly exchange of $10 million worth of 
products. 


Conference of Foreign Ministers (of France, the United Kingdom, 
the United States of America and USSR): Reconvened in Paris 
to continue peace treaty discussions. 


The United States of America: State Department announced re- 


_turn to Hungary of $32 million in gold plundered by Germany. 


The United Nations: International Health Conference convened 
in New York; set up Interim Commission for World Health Or- 
ganization. 

International Emergency Food Council: Met in Washington as 
Combined Food Board is terminated. 


The United Nations: Economic and Social Council adopted draft 
constitution for an International Refugee Organization; decided 
terms of reference and membership of permanent commissions; 
and established temporary Sub-Commission on Economic Recon- 
struction of Devastated Areas. 

Poland-the United Kingdom: Signed financial agreement settling 
war indebtedness. 

Argentina: Announced the United States of America would re- 
lease blocked funds of $700 million. 

Italy: First meeting of Constituent Assembly. 

The United States of America: State Department held up $40 
million Export-Import Bank credit to Poland but restored to 
Poland the $50 million credit for surplus property purchase. © 
The United Kingdom: Government announced Anglo-Polish finan- 
cial agreement of 24 June would not be ratified until Polish Gov- 
ernment fulfilled its pledges to Allies at Berlin Conference. 
International Labour Organisation: Maritime conference adopted 
international convention for $64 monthly minimum wage for sea- 
men; adopted pact raising food standards for seamen. 

The United States of America: President Truman vetoed bill for 
continuance of a modified Office of Price Administration. _ 
Mexico: Supreme Court ruled that no United States company 
could sue directly for reimbursement of expropriated oil properties. 
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JULY 


2 July 46. Albania-Yugoslavia: Signed treaty of friendship and collaboration. 


3 
4 


4) 


10 


12 


14 


15 


16 


17 


19 


Philippine Commonwealth: Congress approved bill extending free 
trade privileges with the United States after independence. 
Philippine Republic: Proclaimed after forty-eight years of United 
States sovereignty. ; 

The United States of America: Agreed to release $6 million of 
frozen Argentine funds. 

Canada: Raised Canadian dollar from 90 cents to parity with 
United States dollar because of latter’s abandonment of price 
control. 

Austria-USSR: Commander in Austria ordered industrial prop- 
erty valued at £5.5 million in eastern Austria confiscated as repa- 
rations to USSR. 

USSR-Denmark: Signed agreement for reciprocal deliveries of 
merchandise. 

The United States of America-New Zealand: Lend-Lease account 
settled. 

The United States of America: Secretary of Agriculture announced 
United States relief food shipment for year ending 30 June 1946; 
United States exported 16.5 million long tons, exceeding grain 
commitments by 17 million bushels. 

Conference of Foreign Ministers: Conference ended after drawing 
up draft treaties for Italy, Roumania, Bulgaria, Hungary, and 
Finland, but without settlement of German or Austrian peace 
treaty problems. 


India: Granted Siam twenty-year $13 million credit to accelerate 
shipments of Siamese rice. 

The United States of America: Export-Import Bank granted 
Ethiopia $3 million loan. 

The United States of America: President Truman signed bill mak- 
ing effective loan to the. United Kingdom of $3,750 million, to be 
drawn upon between current date and 31 December 1951. 
Pesan Authorized $1.5 million agricultural loan to small 
armers. 


The United States of America: Agricultural Department an- 
nounced that its goal of 6 million tons of oversea grain shipments 
for first six months of year was met. 

Cuba-the United States of America: Signed contract for sale of 
Cuban 1946-1947 sugar crops. 

The United States of America: Secretary of the Treasury an- 
nounced the United Kingdom had made a first withdrawal of $300 
million from loan. 


Czechoslovakia-Yugoslavia: Czechoslovak Parliament ratified treaty 
of friendship and mutual assistance. 


Sweden: Agreement signed with the United Kingdom and the 
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21 
22 


23 


25 


26 


27 


United States of America, under which Allies were to receive three- 
quarters of Swedish-held German assets, valued at £25 million. In 
addition, Sweden would contribute £3.5 million to the inter-govern- 
ment Committee on Refugees and restore 7 tons of gold looted by 
eta The United States released £50 million in frozen Swedish 
unds. 


World Health Organization: Interim Commission, first session in 
New York. 

The United States of America: Granted Netherlands East Indies 
$100 million credit for purchase of surplus property. 

Germany: Military Governor of the United States zone proposed 
agreement for unified economic policy with zones which desired it. 
The United Kingdom: Bread and flour rationing introduced. 


The United States of America-Czechoslovakia: Export-Import 
ioe granted $20 million credit to Czechoslovakia for cotton pur- 
chases. 

The United States of America: State Department sent note to 
Moscow stating that the USSR was stripping Hungary of food and 
industrial materials and was failing to observe Yalta agreement; 
proposed a three-power commission to work out rehabilitation of 
Hungary. 

Canada-the United Kingdom: Agreed on sale of 600 million 
bushels of Canadian wheat to the United Kingdom during next 
four years. 


The United States of America: President signed Office of Price 
Administration bill, re-establishing modified control until 30 June 
1947, depriving OPA of much of its power. 

Austria: Parliament approved nationalization of many industries, 
including those USSR claimed under Potsdam Agreement. 
Czechoslovakia: Prime Minister, on return from Moscow, an- 
nounced USSR _ recognition of Czechoslovak claims against 
Hungary and for properties in USSR zone formerly belonging to 
Czechoslovak citizens or corporations; new long-term loan to help 
rebuild Czech Army; commercial and aviation agreements. 
USSR: Replied to the United States note regarding Hungarian 
reparations, reported total balance of goods sent by Hungary did 
not exceed $3.7 million, or industrial equipment more than $11 
million; rejected United States proposal of three-power commission, 
viewing rehabilitation plan as internal Hungarian concern. 
France: Government decided to grant general wage increase aver- 
aging 18 per cent, some of the lower categories being raised 30 per 
cent; applicable to over 12 million factory and office workers. 


Peace Conference: Representatives of twenty-one nations meet in 
Paris. 

The United States of America: Senate completed Congressional 
approval of $75 million loan to Philippine Republic. 
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29 July °46. 


31 


1 Aug. 


The United Nations: Temporary Sub-Commission on Reconstruc- 
tion of Devastated Areas met in London. 
The United States of America: State Department reported to 
Congress that sales of oversea surplus have passed the 
$1,000,000,000 mark; cost of goods, $3,612,177,000. 
Germany: Twelve-nation conference in London, on disposition of 
German patents registered in various countries, agreed to pool 
them among nations signatory to agreement. 
The United Kingdom-Denmark: Signed food agreement in 
Copenhagen. 

AUGUST ; 
The United Nations: Transfer to the United Nations of League 
of Nations assets and properties. 
France-Poland: Signed trade agreement. 


The United States of America: President signed bill setting up 
United States civilian control authority for domestic development 
of atomic energy. 

Hungary: Issued its new monetary unit, the forint, on a gold basis, 
at 11.7393 to United States dollar. 

United Nations Relief and Rehabilitation Administration: Fifth 
Council met in Geneva; dealt with termination of UNRRA activ- 
ities in Europe as of 3 December 1946, and in China as of March 
1947, arranged for transfer of UNRRA activities, except responsi- 
bility for displaced persons, to the United Nations. Latter function 
to go to International Refugee Organization. 

International Emergency Food Council: For second half of 1946, 
recommended allotment of 270,000 tons of grain for India, 180,000 
tons for Ceylon, 170,000 tons for Malaya, and 145,000 tons for 
Philippine Republic. 

The United States of America: Government announced decision 
to grant credits of $30 million to Japan and $25 million to Korea 
for purchase of war surplus materials. 

Czechoslovakia-Poland: Economic agreement on exchange of 
Polish electric current for Czechoslovak goods; established train 
and air service between Prague and Warsaw. 

The United Kingdom-Hungary: British Treasury announced pay- 
ment agreement with Hungary, to remove prohibition on trade 
and financial relations. 

The United States of America: State Department announced that 
Export-Import credit to Poland of $40 million was unfrozen on 
receipt of texts of Poland’s secret trade treaties with Denmark, 
Hungary, Norway, Roumania, Sweden, and the USSR. 

The United States of America: Export-Import Bank granted a $10 
million credit for purchase of war surplus goods to Saudi Arabia. 
Hungary: The United States of America returned $8 million in 
gold, recovered in the United States zone of Germany. 
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10 Aug. 


12 


16 


16 Aug. 
to 


19 Aug. 
17 


27 


31 


2 Sept. 


10 


USSR-Uruguay: Treaty of friendship, trade, and oversea naviga- 
tion signed. 

Germany: French government rejected the United States plan for 
unifying two or more zones, on ground it opposed principle of 
four-power co-ordination. 

Denmark-the United Kingdom: Agreement by which Denmark 
would send 10,000 tons of beef and 40,000 head of live cattle into 
the United Kingdom zone of Germany. 


USSR-Poland: The USSR handed over control of the Oder River 
to Poland. 


United Nations Relief and Rehabilitation Administration: Council 
adjourned after setting up an international fund to care for chil- 
dren in liberated countries. 


The United Nations: Moved temporary headquarters to Lake Suc- 
cess, New York (United States of America). 


Denmark-USSR: Five-year trade and shipping agreement signed, 
providing most-favoured-nation treatment for customs, tariffs, and 
harbour duties. 


Argentina: Government established Argentine Foreign Trade In- 
stitute; made it sole sales agent for Argentina’s meat exports. 


China-the United States of America: Surplus property agreement 
announced. China to receive more than $800 million United States 
oversea war surplus goods; in exchange, China to cancel United 
States debts incurred by facilities provided United States forces, 
to establish $20 million fund for promoting educational exchanges 
with the United States. 

Philippine Republic: Government established foreign funds con- 
trol system; the United States of America Treasury closed its 
foreign funds control office in Manila and discontinued blocking 
controls over Philippine property in the United States. 


SEPTEMBER 
India: First all-Indian Executive Council assumed office in New 
Delhi. 


Food and Agriculture Organization: Conference opened in Copen- 
hagen. 


India: Granted Siam loan of £3,750,000. 
Greece: Report by special FAO mission recommended twenty-five- 


year programme to help Greece to prosperity through international 
loans, trade, and internal development. 


The United States of America-Italy: Signed contract which gave 
Italy $565 million of war surplus goods for $160 million. 


The United States of America: State Department announced 
Export-Import Bank would lend Brazil $50 million, of requested 
$350 million, for transportation improvement. 
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1946. 


11 Sept. 
to 


3 Oct. 
11 Sept. 


12 


13 


14 
su, 


18 


19 Sept. 
to 
10 Oct. 


19 Sept. 


Pa 
25 


The United Kingdom-USSR: Agreement announced for supply of 
£40 million worth of goods from the United Kingdom in exchange 
for timber from USSR. 


The United Nations: Economic and Social Council: third session 
opened in New York. 


Egypt-Italy: Agreement reached whereby Italy agreed to pay Egypt 
£4,890,000 as reparations, partly from Italian assets in Egypt, 
partly in Italian goods. 


International Monetary Fund: Asked all thirty-nine member coun- 
tries to set par values for their currencies within thirty days. 


The United Nations: Sub-Commission on Economic Reconstruc- 
tion of Devastated Areas unanimously adopted its final report in 
London, urging creation of an Economic Commission for Europe 
to supervise reconstruction. 

Food and Agriculture Organization: Copenhagen conference con- 
cluded, after accepting proposals for a world food board and inter- 
national price stabilization programme for food. 


Bulgaria: Officially proclaimed a People’s Republic. 


France-the United Kingdom: Signed revised agreement on pay- 
ment of France’s £110 million debt. 


Argentina-the United Kingdom: Signed trade and investment 
agreement; the United Kingdom to purchase about 80 per cent of 
all meat available for export at price about 10 per cent higher than 
formerly; of Argentina’s £130 million blocked balance, £100 
million to be kept in London to repatriate Argentine sterling debt 
or purchase United Kingdom sterling investments in Argentina, 
£20 million to be released in four annual instalments, £10 million 
to pay Argentine debt to Brazil; £4.5 million gold in Bank of 
England released. 


Japan: Allied Council met in Tokyo. 


International Labour Organisation: Conference at Montreal. 


The United States of America: State Department published “Sug- 
gested Charter for an International Trade Organization of the 
United Nations”. 


Germany: Agreement between the United Kingdom and USSR 
authorities for exchange of iron and steel from British zone for 
grain and domestic coal from USSR zone. 

Brazil-the United Kingdom: Agreement reached for exchange pur- 
chase of manufactured materials for food stuffs and raw materials. 
Provisional International Civil Aviation Organization: North 
Atlantic regional conference of thirteen nations reached agreement 


to operate thirteen weather ships along North Atlantic air routes 
at cost of $13 million yearly. 
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a 


10 


13 


14 


15 


15) Oct. 
to 


26 Nov. 


15 Oct. 


16 


International Bank, International Monetary Fund: Held first busi- 
ness meeting in Washington. 


OCTOBER 


International Labour Organisation: Conference voted unanimously 
to associate ILO with the United Nations, after twenty-seven years 
of autonomous operation. 

The United Nations: Economic and Social Council completed ses- 
sion, after establishing Population Commission, Fiscal Commis- 
sion, and recommending establishment of International Children’s 
Emergency Fund and Economic Commission for Europe. 
Sweden-USSR: Trade treaty signed, providing 1,000,000,000 
kronor credit ($280 million) to USSR for payment of USSR 
orders in Sweden; barter agreement included yearly exchange, for 
next five years, of 100 million kronor of goods. 

The United States of America: Granted Greece additional $25 
million credit for purchase of oversea war surplus goods. 
Italy-Poland: Signed four-year trade agreement of $40 million. 
The United States of America: Government decided to make avail- 
able to Italy $49 million as reimbursement for lire advanced to 
armed forces of United States. 

France: Referendum resulted in adoption of new constitution es- 
tablishing Fourth Republic. 

The United Kingdom: Announced Lend-Lease during war totalled 
£2,078.5 million. 

USSR: Budget for fiscal year 1946 announced. Total expenditure 
of 319,000 million rubles; industry to have 102,000 million; social 
and cultural service 83,000 million; defence 72,000 million, and 
science 5,000 million rubles. Revenue for 1946 estimated at 
333,400 million rubles, an increase of over 10 per cent. Allocation 
of expenditure to national economy was to be increased by over 37 
per cent. 


The United Nations: Preparatory Committee of International Con- 
ference on Trade and Employment met.in London. 

Peace Conference of twenty-one nations: Closed, after approving 
draft treaties for five ex-enemy countries to be submitted to Coun- 
cil of Foreign Ministers. 

Siam: Parliament approved Cabinet decision to return to French 
Indo-China four border areas transferred to Siam by Vichy regime. 
The United States of America: State Department cancelled re- 
maining $40 million of $50 million credit to Czechoslovakia for 
purchase of war surplus goods; ordered Export-Import Bank to 
suspend $50 million rehabilitation credit on grounds that Czecho- 
slovakia had agreed to resell $10 million of surplus to Roumania 
at a profit. ‘ 

Inter-Allied Reparations Agency: Issued report on Brussels session, 
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18 Oct. 


19 


20 
21 
23 


23 Oct. 
to 
16 Dec. 


23 Oct. 
24 


25 


25 Oct. *46 


to 


5 September to 8 October, stating that, in spite of Potsdam declara- 
tion, only 70 industrial plants from western zones of Germany had 
been reported available to Agency and requesting matter be con- 
sidered by Council of Foreign Ministers early as possible. 

The United Kingdom: People of South Africa and British Protec- 
torate presented the United Kingdom with a gift of £1,081,625. 
The United States of America: Export-Import Bank granted Tur- 
key credit of $25 million, for modernization of railways and indus- 
tries. 

The United States of America: Released Lend-Lease figures show- 
ing Government had settled 75 per cent of accounts with its 
thirty-eight allies. Since V-J Day, Lend-Lease totalled over $1,843 
million, bringing its total since inception to nearly $51,000 million. 
Poland: Announced receipt of $4 million worth of industrial goods 
and machinery as German reparations from the USSR. 
Netherlands-S pain: Signed trade agreement. 

United Nations Relief and Rehabilitation Administration: Direc- 
tor-General submitted report on total UNRRA programme from in- 
ception to 31 December 1946, inclusive, totalling $2,945.6 million. 


The United Nations: General Assembly held second part of first 
session at Flushing Meadow, New York. 

Cyprus: Government published ten-year development plan, to cost 
£6 million. 

The United States of America: Office of Price Administration 
closed and virtually all price controls removed. 


Austria: Allied Control Council agreed that Austria was to have 
the right to control all indigenous resources. 


Food and Agriculture Organization: Preparatory Commission on 


24 June *47 world food proposals met in Washington. 


29 Oct. 


30 


31 


1 Nov. 


Canada: Agreed to release $17 million in Polish gold, stored there 
since 1940. 

Czechoslovakia: Last transfer of Germans took place. 

The United States of America, the United Kingdom, France, and 
Netherlands: Signed an agreement to establish a Caribbean Com- 
mission. 

The United Kingdom-Brazil: Signed air transport agreement. 
United Nations Relief and Rehabilitation Administration: Trans- 
ferred $1.5 million UNRRA funds to World Health Organization 
and $2.25 million to twelve countries, for relief for children. 


NOVEMBER 
The United Nations: Secretary-General presented $19.6 
budget estimate for 1946 and $23,790,008 fee 19 47, $19,627,964 


Argentina-Spain: Signed two-year trade agreement: Spai 
secured 350 million peso loan for three iene » Spain ee 
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we 


4 Nov. 


11 


14 
18 


19 Nov. 
to 
10 Dec. 


20 Nov. 


21 


el 


rae) 


China-the United States of America: Signed treaty of friendship, 
commerce, and navigation, providing freedom of travel, residence, 
and trade for each other’s nationals, 

United Nations Educational, Scientific and Cultural Organization: 
Came formally into being with deposit at British Foreign Office 
of twentieth instrument of ratification. 


Council of Foreign Ministers: Met in New York. 


‘The United Nations: Interim Commission of World Health Or- 


ganization met in Geneva. 


Austria-France: Signed trade agreement for exchange of goods and 
raw materials to value of about $8 million. 

Denmark-USSR: Signed trade agreement providing for Danish 
livestock and food to be exchanged for USSR raw materials. 

The United Kingdom: Foreign Office announced grant of $10 
million to Czechoslovakia for purchase of war surplus materials. 
The United Nations: General Assembly unanimously voted mem- 
bership of Afghanistan, Iceland, and Sweden, raising total to fifty- 
four. 

Council of Foreign Ministers: United States Secretary of State an- 
nounced United States had ordered return of about 400 Danube 
River ships and barges, now held in American zone of Germany, 
to Bulgaria, Czechoslovakia, Hungary, Roumania, and Yugoslavia. 
Germany: American Military Government announced plan to split 
I. G. Farbenindustrie enterprises in American zone into thirty in- 
dependent companies. 

India-the United States of America: Signed commercial air pact. 
Chile-Yugoslavia: Signed treaty establishing commercial] relations. 
The United States of America: Strike began in soft coal mines and 
became general on 21 November, when 400,000 miners struck. 


United Nations Educational, Scientific and Cultural Organization: 
First general conference held in Paris. 

Czechoslovakia-the United States of America: Announced com- 
mercial agreement guaranteeing the United States most-favoured- 
nation treatment. 

Albania: Agrarian reform completed when 200,000 peasants, repre- 
senting 25 per cent of the farming population, received land. 
Council of Foreign Ministers: Reached agreement on Trieste. 
Italy-the United Kingdom: Agreement signed for employment of 
Italian foundry workers in the United Kingdom, under conditions 
identical with those of British workers. 

The United States of America: President announced almost all 
grain restrictions would be removed 30 November. 

The United States of America: Treasury released credits of Switzer- 
land and Liechtenstein. 
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29 Nov.’46. Netherlands-Poland: Signed: trade treaty. 


1 Dec. 


13 


14 


DECEMBER 


Spain: Revealed it would borrow 400 million pesetas (about $36 
million at pre-war rates) from Argentine Central Bank. : 
Argentina: Foreign Ministry announced willingness to receive four 
million European immigrants at rate of 30,000 a month; and an- 
ticipated the departure on 5 December of an Ambassador Extraor- 
dinary to Rome, to select immigrants of Italian, Spanish, French, 
German, and other nationalities. 

Germany: The United States Secretary of State and the United 
Kingdom Foreign Minister signed formal agreement for economic 
merger of the United States and the United Kingdom German 
occupation zones, effective 1 January 1947. 

International Whaling Convention: Signed in Washington by Ar- 
gentina, Australia, Canada, Chile, Denmark, France, Netherlands, 
New Zealand, Norway, Peru, the United Kingdom, the United 
States of America and the USSR. 

Bulgaria-Switzerland: Concluded trade agreement. 

France-the United Kingdom: Signed financial agreement for re- 
payment of £99,188,750, balance remaining due to the United 
Kingdom under agreement of 27 March 1945; also for claims of 
war and post-war period. ~ 
Czechoslovakia-Turkey: Trade agreement signed. 

Finland-USSR: Trade agreement signed. 

Council of Foreign Ministers: Completed action on peace treaties 
for Bulgaria, Finland, Hungary, Italy, and Roumania,. 
Yugoslavia: National Assembly approved law nationalizing forty- 
two industries, owners to receive payment in state bonds. 
Argentina-Czechoslovakia: Trade agreement signed. 
Czechoslovakia-Turkey: Temporary trade agreement with mutual 
credits signed. 

The United Nations: General Assembly voted establishment of 
Economic Commission for Europe; Economic Commission for Asia 
and the Far East; and Special Technical Committee on Relief 
Needs after the Termination of UNRRA; established International 
Children’s Emergency Fund. 

Norway-USSR: Signed two-year trade pact; also mutual exchange 
agreement for 1947. 

Argentina-Chile: Trade pact signed, by which Argentina agreed to 
grant loans and credits, and to invest in Chile over 700 million 
pesos (over £40 million). 

The United Nations: General Assembly voted to accept $8.5 million 
New York property offer of Mr. John D. Rockefeller, Jr., as site of 
United Nations headquarters. Assembly constituted Trusteeship 
Council as a principal organ of United Nations; adopted budget 
of $19,390,000 for financial year 1946 and $27,740,000 for 1947, 
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14 Dec. . 


17 


18 


19 


20 


22 


23 


25 


26 


with working capital fund to be maintained at $20 million; ap- 
proved agreements with International Labour Organisation, United 
Nations Educational, Scientific and Cultural Organization, Food 
and Agriculture Organization, and International Civil Aviation 
Organization as specialized agencies; adopted resolution on regu- 
lation and reduction of armaments. 

The United Kingdom: Granted credit to Czechoslovakia for £2.5 
million for purchase of war surplus goods. 

The United Nations: General Assembly adjourned after voting 
constitution and $161 million budget for International Refugee 
Organization. 

Cuba: Government announced that it would sell 300,000 tons of 


_ 1947 sugar to countries other than the United States of America. 


The United States of America: Advanced Philippine Republic $1 
million for war damages to public property. 

Inter-Governmental Committee on Refugees: Plenary session 
opened in London. 

The United States of America: Agriculture Department reported 
1946 farm crop greatest in country’s history. 

The United Kingdom: House of Commons approved, on second 
reading, a bill to nationalize all British transport. 

The United Kingdom: Announced it would extend Austria $40 
million in grants and credits. 

France: Announced introduction of customs control between the 
Saar and the remainder of French occupation zone of Germany. 
The United Kingdom: Government offered Burma independence 
on same terms as extended to India. 

Roumania: Parliament passed law nationalizing National Bank. 
Italy: Received first quota of $51 million, covering part of United 
States of America occupation expenses. 

Poland: Cabinet announced that factories employing up to 100 
persons, rather than 50 as previously stated, would be exempted 
from nationalization. 

Poland: Announced coal mining industry reached its 1946 goal of 
46 million tons. 

France-Italy: Concluded trade and payment agreement. 

Germany: Three-months’ agreement on inter-zonal trade signed 
by USSR and combined United Kingdom and United States zone 
authorities. 

The United States of America: President in ninth quarterly report 
to Congress on United Nations Relief and Rehabilitation Admin- 
istration reported State Department would negotiate directly with 
countries after UNRRA’s termination. 

Hungary-Yugoslavia: Trade agreement announced. 

Netherlands: Queen Wilhelmina proclaimed Provisional State of 
East Indonesia. 

The United Kingdom-France: Abolished visas for one another’s 
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1946. 


26 Dec. 


All 


29 


30 Dec. 


to 


31 Dec. 


Ot 


1 Jan. 


nationals while travelling; agreement covered metropolitan France, 
the United Kingdom, and Algeria. 

The United States of America: Army and Navy Petroleum Board 
announced that after 31 December private ‘companies would be 
free to sell oil to China and Philippine Republic. 
The United States of America: Standard Oil of New Jersey and 
Socony Vacuum announced agreement with Anglo-Iranian Com- 
pany for purchase of crude oil over a period of twenty years, and 
for proposed joint pipe-line from Persian Gulf to Mediterranean. 
Poland: Government issued statement that Bank of Poland had 
been refused return of £10 million of gold deposited with Bank 
of England during war. 

The United States of America: State Department announced re- 
lease of $9.3 million of Polish property, $27.5 million in gold, and 
$900,000 in accounts of Bank of Poland. Agreement to compensate 
American owners of firms nationalized in Poland preceded the 
action. 

The United States of America: President informed Congress that 
70 per cent of Lend-Lease was considered repaid in settlements. 
Albania-Yugoslavia: Signed economic treaty providing for forma- 
tion of common tariff and customs territory; unification of state 
planning and monetary equality. 


The United States of America: President proclaimed end of Second 
World War hostilities. 


Germany: Statement by the United Kingdom and United States 
zonal authorities estimated exports from the United Kingdom and 
United States zones at £25 million for 1946. 


1947 
JANUARY 


Norway-USSR: Commercial treaty signed for exchange of goods 
to value of £3 million. 

The United Kingdom: National Coal Board assumed control of the 
country’s 1,500 coal mines, valued at $658,640,000, employing 
692,000 miners. 


Germany: The United Kingdom and United States zonal merger 
took effect. 


France: Government decrees for lowering market prices published. 


France: Planning Council adopted the Monnet Four-year Plan for 
modernization of six basic industries—fuel, power, steel, cement 
farm machinery, and transport. i : 
The United States of America: Treasury released Poland’s blocked 
account; released remaining accounts of China, Netherlands East 
Indies, French Indo-China and Turkey on 1 January. 


The United States of America: Treasury, with $50 million check, 
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9 Jan. 


10 


11 
12 
14 


15 


18 


19 
22 
23 


25 


26 


completed payment of $260 million to Italy for lire used by Allied 
troops. 

Brazil: Nelson A. Rockefeller established a $3 million Interna- 
tional Basic Economy Corporation to aid Brazilian agriculture. 
The United States of America: President submitted federal budget 
for year ending 30 June 1948 to Congress, with total expenditure 
of $37,528 million and estimated revenue of $37,730 million. He 
asked lump sum of $326 million for further relief aid to Greece 
and others. 

International Emergency Food Council: Announced rice alloca- 
tions. Rice available for allocation was estimated 50 per cent under 
requirements. 

Transjordan-Turkey: Friendship pact announced. 
Afghanistan-USSR: Agreement on frontier announced. 

Council of Foreign Ministers: Deputies met in London to discuss 
problems of Germany and Austria. 

The United States of America: Italian Prime Minister de Gasperi 
left Washington after promise of $100 million loan from Export- 
Import Bank; diversion of six shiploads of wheat by United States 
Army from Germany to Italian ports, to prevent famine; agree- 
ment by the United States to cancel Italian indebtedness for pre- 
UNRRA food and relief. 

The United States of America: Treasury released $6 million in 
Austrian assets. 

Canada-France: Trade agreement announced. 

Germany: Germans from USSR zone concluded two trade agree- 
ments with combined United States and United Kingdom zones, 
for exchange of 210 million marks of goods in 1947. 

Poland: General election held. 

The United States of America-Finland: Export-Import Bank an- 
nounced grant of $20 million to Finland. 

European Coal Organization: Announced programme of alloca- 
tion to needy countries would continue another year. 

Germany: Agreement permitting direct trade between German and 
foreign business men, signed by representatives of the Netherlands 
and of American and British Military Governments. 

Venezuela: Nelson Rockefeller announced he would establish proj- 
ect to aid Venezuelan agriculture, financed by private United 
States and Venezuelan capital. 

Bulgaria: Supreme Economic Council confirmed two-year eco- 
nomic plan. 

Italy: Completed arrangements to purchase $30 million in gold 
in the United States with dollars from Italy’s holdings there. 
South Pacific Conference: Convened in Canberra, Australia, by 
Australia, France, the Netherlands, New Zealand, the United King- 
dom and the United States of America, to fashion new charter for 
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28 Jan. 


29 


30 


3 Feb. 


\ 


native peoples of South Pacific and attain common policy to ad- 
vance native welfare. 

The United States of America: State Department announced the 
United States Government considered that provision of the Yalta 
and Potsdam Agreements had not been fulfilled by the Provisional 
Polish Government in the elections. 

The United Kingdom: Labour Ministry, Trades Union Congress 
agreed to admission of half million displaced persons, including 
50,000 Jews, to aid country’s labour shortage. 

The United Nations: General Assembly’s Special Technical Com- 
mittee on Relief Needs after the Termination of UNRRA reported 
that Austria, Greece, Hungary, Italy, Poland, and Yugoslavia 
would need $583 million during 1947, for minimum food and basic 
essentials. China estimated its needs at $294,924,031. 

International Emergency Food Council: Meeting in Washington; 
Secretary-General’s report summarized world food positions as 
follows: since October, worsening of cereal, meat, and fat supply; 
general decline, between July 1945 and June 1946, of 12 million 
to 15 million tons of cereals. 


FEBRUARY 


Belgium: Reached agreement with Inter-Governmental Commit- 
tee for Refugees for permanent settlement in Belgium of 20,000 
persons of Baltic origin from United States zone of Germany. 
The United Nations: Entry into force of protocol agreements of 
Food and Agriculture Organization, and United Nations Educa- 
tional, Scientific and Cultural Organization with United Nations. 
The United Kingdom: Coal shortage caused shutdowns, throwing 
estimated 50,000 out of work, putting 30,000 on part time; auto 
and textile industries greatly affected. 
The United Kingdom: House of Commons, on second reading, ap- 
proved bill nationalizing electric power. 
Provisional International Civil Aviation Organization: Seventeen- 
nation conference opened in Melbourne, Australia. 
Finland-USSR: Agreement by Finland to transfer to USSR Ger- 
man assets, totalling 6,000 million Finnish marks, in form of goods 
and territory, and to sell an area near Petsamo. 
Inter-Allied Reparations Agency: Reported that in 1946 122 Ger- 
man plants and 227 ships, grossing 659,904 tons, were received. 
All shipping and contents of thirty-one factories were allocated to 
member nations, but only 20 per cent in industrial allocations was 
delivered. 
The United Kingdom: Government disclosed £25 million plan for 
chain of 107 mechanized ground-nut (peanut) farms covering 
3,317,000 acres in Kenya, Tanganyika and Southern Rhodesia. 
South Pacific Conference: Ended with signi 

outh e : Endec gning of agreement con- 
stituting South Pacific Commission; to consist of ae representa- 
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7 Feb. 


10 Feb. 
to 
21 Feb. 


10 


11 


12 


13 


14 Feb. 
to 


7 Mar. 


15 Feb. 


tives of each member Government, to advise and assist in task of 
advancing economic and social welfare of about 1.7 million native 
people. 

United Nations Relief and Rehabilitation Administration: An- 
nounced creation of emergency food fund of $35 million, about 
$25 million of which to be diverted from original purposes, and $4 
million from contingency reserve. Allocation: $21 million to Aus- 
tria, $11 million to Poland, and $4 million to Greece. 


The United Nations: Preparatory Commission of International 
Refugee Organization held first session at Geneva. 
Argentina-China: Treaty of friendship announced. 

Peace treaties ending Second World War: Signed in Paris, with 
Italy, Bulgaria, Finland, Hungary, and Roumania; twenty allied 
nations participating. 

China: Currency sank to new low levels. 

China: Nationalist Government began new five-year plan. 
Czechoslovakia-Italy: Two-year agreement signed in Rome, pro- 
viding for recruitment of Italian workers in Czechoslovak industry, 
agriculture, and construction. 


International Labour Organisation: Twelve-nation oil conference 
in Los Angeles recommended regional minimum wages, free union- 
ization and collective bargaining, safety education and research, 
basic and apprentice education for oil workers, preferential hiring 
of natives, and preferential placement of regular employees in job 
vacancies. 

Belgium-Czechoslovakia: Trade pact announced. 


Argentina: Purchased British-owned railroad system for $150 mil- 
lion. 

The United Nations: Transport and Communications Commission 
recommended appointment of committee of experts from Pro- 
visional International Civil Aviation Organization, International 
Telecommunications Union, International Meteorological Organi- 
zation, and Provisional Maritime Consultative Union, to study sea 
safety measures. It recommended inter-governmental shipping or- 
ganization to meet in Europe in autumn, and an international 
transport body to supersede European Central Inland Transport 
Organization. 

The United Kingdom: Prime Minister reported 25 per cent of the 
United Kingdom’s industrial employees idle because of fuel and 
weather crisis. 

The United Nations: Working Group for Asia and the Far East of 
Temporary Sub-Commission on Economic Reconstruction held 
second session at Lake Success; recommended establishment of 
Economic Commission for Asia and the Far East. 


United Nations Educational, Scientific and Cultural Organization: 
Director-General reported $25 million, of reconstruction goal of 
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16 Feb. 


17 


18 


19 
20 


21 


24 


25 


$100 million, reached for aid to schools, libraries and museums. 
Belgium-Luxembourg-the United Kingdom: Abolished visas for 
one another’s nationals. 

China: Fixed official rate for United States dollar at 12,000 
Chinese dollars; prohibited trading in gold and foreign currencies. 
Inter-Governmental Committee on Refugees: Announced agree- 
ment with Venezuela for resettlement of 15,000 displaced persons 
from Germany and Austria. 

The United Kingdom: Foreign Minister announced Government's 


decision to submit the Palestine problem to the United Nations. 


The United States of America: President diverted food shipments 
to Roumania to relieve Moldavia famine. 

The United States of America: Returned to Austria $4.7 million 
of its gold reserve recaptured from the Germans. 

Roumania-USSR: Concluded trade and navigation treaty; also 
agreement on exchange of commodities and payments in 1947. 
Bulgaria: National Assembly adopted law inaugurating national 
industrialization fund. 

Germany: German exporters in combined United Kingdom and 
United States zones signed trade agreement with delegation of 
Belgium-Luxembourg Economic Union. 

The United Kingdom-the United States of America: Joint Ex- 
port-Import Agency of Berlin signed trade, postal, and communi- 
cations pact with Belgium. 

The United Kingdom: White paper on economic conditions in 
Economic Survey for 1947 published. 

Italy-Argentina: Signed agreement on the recruiting of Italian 
workers for Argentina. 

The United Kingdom-the United States of America: Occupation 
authorities announced British firms would in future be able to 
negotiate directly with Germans in purchases of goods. 

Austria: USSR occupation authorities paid 5 million schillings; 
promised another 5 million schillings in the near future to Socony 
Vacuum and Shell Oil Companies for oil seized in Austria; total 
valued at nearly 40 million schillings. 

Finland-Sweden: Signed trade pact for exchange of $20.7 million 
during 1947, 

The United Kingdom-Germany: British Board of Trade announced 
revocation, effective 4 March, of trading with enemy regulations 
banning trade with Germany. 

USSR: Supreme Soviet unanimously approved state budget for 
1947 and passed State Budget Act providing for revenue of 
394,202,438,000 rubles and expenditure of 374,105,064,000 rubles. 
Argentina: Government announced country’s entire exportable 
meat surplus would be shipped to the United Kingdom. 


France: A second decree reducing market prices was promulgated, 
to come into force on 1 March. 
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27 
28 


1 Mar. 


The United States of America: Senate approved reduction of 
$4,500 million in federal budget. 

Greece: Asked International Children’s Emergency Fund to pro- 
vide supplementary food for 2,848,000 children and 100,000 
mothers. 

The United States of America: Granted Netherlands additional 
$10 million credit for purchase of war surplus goods, raising total 
to $36 million. 

Czechoslovakia-Yugoslavia: Signed five-year agreement on “cap- 
ital goods deliveries”. 

The United States of America: Export-Import Bank granted Tur- 
kish State Railway $4,905,000 loan for purchase of locomotives. 
Denmark-the United Kingdom: Signed financial and trade agree- 
ment. 

The United States of America-Siam: Signed air transport pact. 
The United States of America: Export-Import Bank approved ad- 
ditional $3 million credit to Bolivia. 

The United Kingdom: Coal and weather crisis eased as industries 
began to work again and unemployment fell. 

Bolivia: The United States, Argentina, Chile, and Panama rushed 
relief to flooded area in northern Bolivia. 


The United Nations: Economic and Social Council held fourth 
session at Lake Success. 

India: Finance Minister introduced budget to Legislative Assembly. 
It showed revenue at Rs 279 crores, and expenditure at Rs 327 
crores. Fresh taxation was expected to yield Rs 40 crores; the salt 
tax was to be abolished at a cost of Rs 9 crores; the final deficit 
was Rs 17 crores. 

India: Finance Minister announced to Legislative Assembly deci- 
sion to nationalize the Reserve Bank of India. 

Union of South Africa: Finance Minister submitted the budget for 
1946-47; total expenditures estimated at £120 million and revenue 
about £110,000 less. Tax reductions totalling £15,835,000 were 
announced. 

France: Government decided that all wage-earners receiving less 
than 7,000 francs a month in the Paris area, or less in the prov- 
inces, according to established agreements, should receive from 
1 July a special allowance to bring their wages to that level. 


MARCH 


USSR: Government’s economic survey reported that 1946 plan for 
industry had not been carried out; principal ‘reasons were the coal 
and man-power shortage. 

Norway-the United Kingdom: Abolished visas for one another’s 
nationals. 
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10 Mar. 
to 

24 April. 
11 Mar. 


12 


International Monetary Fund: Began operation in Washington 
with potential funds of $7,500,000,000. ‘Pa 
The United States of America: Revealed it had asked the United 
Kingdom to continue military and economic aid to Greece while 
it considered ways to implement its commitments to both Greece 
and the United Kingdom. 

The United States of America: Export-Import Bank announced 
it would cease emergency reconstruction loans, but would continue 
to take applications for loans to finance foreign trade. 

The United States of America: State Department received urgent 
appeal from Greek Government for immediate aid in food, arms, 
and services to aid reconstruction and avert famine, restore peace. 
Union of South Africa-the. United States of America: Agreement 
announced whereby South Africa’s Lend-Lease account of $169 
million would be settled for $100 million cash. 

France-the United Kingdom: Signed treaty of alliance and mutual 
friendship. : 

Canada: Announced establishment, with the United States, of 
nine weather stations in Arctic, under Canadian control. 

Australia: Announced gift to the United Kingdom of £20 million. 
New Zealand: Announced £10 million gift to the United King- 
dom in recognition of British war effort. 

The United Kingdom: Government plan to quit India approved 
by Commons. 


USSR: Granted Poland loan of $28,875,000, for purchase abroad 


of needed food and raw materials. 

Czechoslovakia-India: Trade agreement announced. 
Czechoslovakia-Sweden: Trade agreement announced. 
Czechoslovakia-Poland: Signed twenty-year treaty of friendship and 
mutual assistance. . 


Moscow Conference of Foreign Ministers: Met, with Foreign Min- 
isters of France, USSR, the United Kingdom, and the United 
States present. 

Yugoslavia: Reported 5 million faced starvation, asked Interna- 
tional Emergency Food Council for 100,000 tons of grain. 
Indonesian Republic: Inaugurated open-door policy towards for- 
eign trade. 

Austria-Hungary: Signed financial and economic agreement. 
Cuba-Peru: Civil airlines agreement announced. 

Paraguay: Civil war broke out. 

The United States of America: President Truman’s speech to Con- 
gress on aid to Greece and Turkey: asked $400 million aid; $250 
million for Greece, $150 million for Turkey. 
United Nations Relief and Rehabilitation Administration: Can- 
celled $41 million non-food purchases ear-marked for China and 


ered to meet increased commitments to Austria, Greece, and 
oland. 
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13 Mar. 


14 


15 


17 


18 


19 


20 


21 


24 


25 


The United States of America: Export-Import Bank granted $50 
million credit to Norway. 

The United Kingdom: House of Commons voted grant of £19 
million to Greece. 

Greece: Final report of Food and Agriculture Organization mis- 
sion for Greece published. 

Poland: Requested Food and Agriculture Organization to make 
agricultural survey. 

The United States of America-Philippine Republic: Signed ninety- 
nine year treaty. National plebiscite on 11 March granted the 
United States equal trading rights until 1974, in return for $620 
million in United States rehabilitation fund. Measure pegged peso 
at two to the United States dollar until 1974. 

Yugoslavia: Appealed to the United States for food relief. 
Sweden: Government issued a general ban on imports, excluding 
only certain essential items, in order to conserve foreign currency. 
Netherlands-the United Kingdom: Reached agreement on purchase 
of Netherlands surplus dairy produce. 

The United States of America-Mexico: Signed agreement for joint 
campaign against foot and mouth disease in Mexican livestock. 
Egypt: Finance Minister announced that the United Kingdom had 
asked that sterling balances be scaled down, and the request had 
been refused. 

Finland-France: Trade treaty announced. 

Argentina: Refused to join the United States, Canada, and Aus- 
tralia in $1.25 to $1.80 price scale for export wheat. 

The United States of America: Foreign Affairs Committee of House 
of Representatives approved $350 million relief bill for Greece, 
Italy, Hungary, Poland, Austria, and China. 

The United States of America: State Department rejected Yugo- 
slav request for food relief on basis that Yugoslavia was not among 
“those countries having the greatest need”. 

The United Kingdom: Foreign Minister presented details of repa- 
rations, i.e., value of industrial equipment, received by the United 
Kingdom from Germany, to Conference of Foreign Ministers. 
Union of South Africa: Paid the United States half its Lend-Lease 
balance, $50 million. 

France-Italy: Signed agreement providing for immigration of 
200,000 Italian workers and families within a year. 

The United Nations: Commission for Conventional Armaments 
held first meeting at Lake Success. ; 
The United States of America: State Department issued summaries 
of hitherto unpublished clauses of agreements signed by USSR, 
the United Kingdom and the United States at Teheran, Yalta, 
and Potsdam in 1943 and 1945. 

Netherlands-Indonesian Republic: Netherlands and Indonesian 
representatives signed agreement (Cheribon Agreement) granting 
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26 Mar. 


to 


28 April. 


27 Mar. 


28 


7a) 


1 April. 


de facto recognition to Indonesian Republic, and providing for a 
United States of Indonesia by 1 January 1949 and for a Nether- 
lands-Indonesia Union. 

The United States of America: Protested Swedish general import 
ban because of its discriminatory effect. 

The United States of America: Maritime Commission approved 
sale to the United Kingdom of 137 merchant ships for £18 million. 
Yugoslavia: Appealed to the United States to reverse decision of 
20 March 1947 on food relief. 


The United Nations: Trusteeship Council held first session at Lake 


Success. 

Yugoslavia: Requested food supplies of the United Kingdom. 
France: Premier announced the United States had promised France 
553,000 tons of wheat during 1947. 

The United Kingdom: Agreed to give Greek Government £1.5 
million of surplus British Army stocks in Greece. 

Argentina-the United Kingdom: Trade treaty of 1936, which ex- 
pired at end of 1946, renewed indefinitely, subject to denunciation 
by either side at any time. 

Argentina: Chamber of Deputies passed Perdén five-year plans for 
new industry and national improvements. 

The United States of America: Treasury released Swedish assets in 
the United States. ; 
United Naticns Relief and Rehabilitation Administration, Inter- 
governmental Committee on Refugees: Announced two ships are 
ready to take 30,000 displaced persons to Venezuela and Brazil. 
The United Nations: Economic and Social Council closed its fourth 
session after establishing Economic Commission for Europe and 
Economic Commission for Asia and the Far East. The Council 
decided to call international conference on resources and author- 
ized a conference on shipping. 


APRIL 


The United Kingdom-Italy: Agreed on pact liquidating British 
war claims, and converting £32 million Italian credit in London 
into dollars. 

Burma: Dropped currency link with India. 

Bulgaria: National Assembly adopted two-year economic plan. 
The United States of America: Government authorized General 
MacArthur to make advance reparation deliveries from Japan to 
China, Philippine Republic, the Netherlands, and the United 
Kingdom. 

International Civil Aviation Organization: Officially succeeded 
Provisional International Civil Aviation Organization, in Montreal 
with membership of twenty-eight nations. ; 
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15 


17 


18 


The United States of America: Treasury lifted all controls on im- 
portation of currency. 

The United States of America-Hungary: Signed agreement by 
which latter to receive $7 million loan for purchase of United 
States raw materials. 

Italy: Government, in order to check inflation and speculation, or- 
dered reduction in prices of rationed foods and took steps for supply 
of clothing at controlled prices, higher luxury taxes, closer control 
of foreign trade. 

The United States of America: Agriculture Department announced 
emergency allocation of 296,000 long tons of grain for April-May 
shipment to Belgium, Egypt, France, Germany, Italy, Norway, and 
Latin America. 

Indonesian Republic: Economics Minister announced ten-year 
plan to socialize the Republic. 

China: Government published rules for sales of many government- 
owned businesses to individuals. 

India: Legislative Assembly passed bill establishing the rupee as an 
independent currency. 

Roumania: Ordered wage increases, ranging up to 700 per cent 
in face of grossly inflated prices. 

The United Nations: Preparatory Committee of Conference on 
Trade and Employment opened its second session in Geneva. 
Afghanistan-USSR: Signed agreement on radio and telecommuni- 
cations. 

The United Nations: Secretary-General called a special session of 
the General Assembly to meet on 28 April to consider the question 
of Palestine. 

The United Kingdom: Agreement reached with Belgium and Lux- 
embourg for increased imports of steel, textiles, and food. 
Germany: USSR occupation authorities informed American cor- 
respondents that in eighteen-month period ended 31 March 1947, 
4,997,000 of 7,325,000 pooled acres of 6,696 large estates in USSR 
occupation zone were redistributed among 478,380 peasants. 

The United Kingdom: Chancellor of the Exchequer introduced 
1947-1948 budget. Reviewing estimates for previous years, he indi- 
cated £569 million deficit (£157 million below estimate) ; 1947-48, 
expenditure of £3,181 million (19 per cent below 1946), and 
revenue of £3,429 million. 

The United Kingdom: First group of 1,000 Italian foundry workers 
left for the United Kingdom. 

The United Kingdom-lItaly: Signed financial agreement, including 
settlement of various mutual financial claims. 

Roumania: Borrowed $7 million from Chase National Bank of New 
York. 

Bulgaria: Statement published by British, Italian, Swiss, Turkish, 
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and United States missions reports agreement reached in Sofia 
with Bulgarian Government on currency exchange question. 
Bulgaria: Government ordered 10 per cent to 30 per cent cut in 
prices. ae 
Italy-Yugoslavia: Signed agreement on commerce and economic 
co-operation. ; 
Germany: France, the United Kingdom, and the United States 
reached agreement on increased Ruhr and Saar coal shipments to 
France when production is increased. 

Ireland: World’s first free-zone airport opened in Shannon. 
Czechoslovakia-Bulgaria: Four-year trade treaty announced. 
France: Cabinet decided on two new measures to balance the 
budget: (1) uniform reduction of 7 per cent in expenditure of all 
government departments; and (2) tax of over 100 per cent on 
unrationed petrol purchases. 

Germany: France, USSR, the United Kingdom, and the United 
States reached agreement to devalue the reichsmark 90 per cent; 
70 per cent of present currency will be cancelled and 20 per cent 
put into special blocked accounts. 

Yugoslavia: Announced five-year general economic development 
plan to cost $5,566,000,000. 

France: Facing shortage of 200,000 tons of wheat, France cut daily 
bread ration of 300 grammes to 250 grammes. 

Council of Foreign Ministers: Adjourned after forty-six days, after 
agreeing to repatriate all German prisoners held by the four Allies 
(1,954,477) by 31 December 1948; to appoint four-power com- 
mission to meet 12 May to work on disputed points of Austrian 
treaty, on reduction of German occupation forces by 1 September, 
on liquidation of Prussia as.a State, on completion of demilitariza- 
tion and denazification of Germany, on United States and USSR 
exchange of notes on China, and on revival of Joint Commission 
in Korea. 

Netherlands-Bulgaria: Trade agreement announced. 

Nepal-the United States of America: Having recognized the King- 
dom of Nepal, the United States concluded a treaty of friendship 
and commerce with it. 

Italy-Turkey: Signed trade pact. 

Poland-the United Kingdom: Signed three-year trade agreement. 
Food and Agriculture Organization: Timber Conference opened in 
Prague. : 
The United Kingdom: Minister of Agriculture revealed severe 
February and March weather killed 4 million sheep and lambs, 20 
per cent of country’s total. 

The United Nations: General Assembly: Special session on Pal- 
estine opened. 

Canada: Finance Minister presented budget; 1946-1947 revenue 
amounted to $2,984 million, expenditure to $2,632 million. 
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10 


12 


The United States of America-Syria: Signed aviation agreement. 
France-the United Kingdom: Agreement reached whereby the 
United Kingdom would send France £15 million to balance the 
deficiency of that amount in the Anglo-French financial agreement 
of 27 March 1945, concluded on 29 April 1946. 

Mexico: Applied for loan of $208,875,000 from International Bank 
for Reconstruction and Development. 

The United Kingdom: Bank of England issued the first annual 
report in its 235-year history, revealing deposit rise of £91 million 
during year ended 28 February, first year of bank’s nationalization. 
The United Kingdom: Foreign Minister, in House of Commons 
statement, estimated the United Kingdom contribution to world 
recovery at £740 million in grants and credits. 


MAY 


The United Kingdom: House of Commons approved bill to na- 
tionalize all inland transport. 

The United States of America-Argentina: Signed air agreement. 
The United States of America: Secretary of State announced 
China had agreed to begin talks on settlement of Chinese 
$2,000,000,000 debt outstanding on war accounts. 


The United Nations: Economic Commission for Europe, held first 
session in Geneva; eighteen nations attending. 

Germany: The United States occupation legal experts at Niirn- 
berg filed a five-point war crimes indictment against twenty-four 
key J. G. Farbenindustrie officials; first time in history that indus- 
trialists were accused of aggressive warfare. 

Italy: Cabinet decided on 15 per cent salary increase for civil 
servants. 

USSR: Finance Minister estimated five-year plan will cost 
250,000,000,000 rubles ($50,000,000,000 at official exchange rate of 
5 rubles to $1). To help pay for plan, a second state loan of eco- 
nomic rehabilitation and development was issued, interest replaced 
by lottery prizes, totalling 17,800,000,000 rubles. Drive completed 
by 10 May with subscriptions reaching 22,500,000,000 rubles. 
International Refugee Organization: Preparatory Commission re- 
ceived report that 1,345,902 displaced persons, including 879,950 
in Europe, would eventually have to be resettled. 

International Bank for Reconstruction and Development: Made 
first loan, $250 million, half of requested sum, to France. 
Transjordan: Convention was signed by Transjordan Prime Minis- 
ter and General Manager of Iraq Petroleum Company giving to 
the Petroleum Development (Transjordan) Ltd. exclusive rights 
for the exploration and exploitation of petroleum in the country 
for seventy-five years. 

Council of Foreign Ministers: Four-power commission, appointed 
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12 May. 


16 


19 


20 


21 


by Council, begun discussion of unagreed clauses of the Austrian 
peace treaty. >. ’ 
The United States of America: Granted Finland additional credit 
of $10 million for purchase of American surplus goods abroad. 
United States of America-Mexico: Terms of financial agreement 
announced. 

France-Yugoslavia: Signed $5,460,000 trade pact. 

International Refugee Organization: Preparatory Commission de- 
cided to take over work of United Nations Relief and Rehabilita- 
tion Administration and Inter-Governmental Committee 30 June 
without waiting for its final establishment as a permanent United 
Nations body. 


Hungary: The United States, pending clarification of the events 
leading to the resignation of Premier Nagy, suspended, on 2 June, 
the remaining half of the $30 million credit granted Hungary in 
February 1946 for purchase of war surplus materials. 


The United Nations: General Assembly completed first special 
session, having approved a Palestine Inquiry Committee, and 
specified its functions and powers. 

The United Nations: Economic Commission for Europe agreed to 
take over European Coal Organization this year. 

International Telecommunications Conference of fifty-four nations 
opened in Atlantic City, New Jersey (United States of America). 
International Civil Aviation Organization: Completed working 
agreement with the United Nations. 

International Refugee Organization: Announced sixteen nations, 
whose contributions would represent over 75 per cent of the 
budget, have signed the Constitution. 

France: Prime Minister revealed that balance of payments in 1946 
showed a deficit of $990 million; to cover this, country had to 
export two-thirds of its gold reserves. 

France: Government floated two loans for financing reconstruction, 
one of 10,000 million francs for the railways; the other, an issue 
of reconstruction certificates. 

Germany: The United States Headquarters announced that after 
27 May, cigarettes could not be shipped from the United States 
to private persons in the United States zone; a measure taken to 


‘check the black market. 


Belgium, France, the United Kingdom: Colonial conference began 
in Paris to co-ordinate medical, agricultural, reforestation, and ir- 
rigation activities in African colonies. 


United Nations Relief and Rehabilitation Administration: Direc- 
tor-General reported that of the 8 million displaced persons at the 
end of the war, over 7 million had been repatriated by various 
agencies. 


The United Kingdom: Reached agreement with Burma whereby 
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ae 


25 
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28 
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2 June. 


the United Kingdom would contribute £12 million towards the 
deficit in the 1946-47 budget of Burma, and £18,375,000 for re- 
habilitation in-1947. 

France: Trade agreement with combined United Kingdom and 
United States zone of Germany. 

International Monetary Fund: Advanced $25 million to France 
and $12 million to Netherlands, in exchange for similar amounts 
in francs and guilders, as a stabilization measure. 

The United States of America: President Truman signed $400 
million Greek-Turkish aid bill. 

International Refugee Organization: Preparatory Committee 
adopted report outlining the plans of the organization. 

The United Kingdom-Hungary: Announced trade agreement 
whereby Hungary would export foodstuffs to the United King- 
dom for three years. 

The United States of America: Granted Yemen $1 million sur- 
plus property credit. 

Germany: USSR zone authorities disclosed trade agreements with 
Netherlands, French zone, USSR, Sweden, and Switzerland. 
Poland-Yugoslavia: Signed treaty on economic co-operation and 
exchange of commodities. 

United States of Indonesia: Note from the Netherlands received 
in which Netherlands Government stated it regarded the agree- 
ment of March 1947 as the permanent basis of its policy, and 
urged joint measures to end violence. The proposals covered 
the reconstruction of the Netherlands Indies Government as the 
central apparatus of the future federation; the regulation of for- 
eign relations, economic questions and relations with such parts 
of Indonesia as did not belong to the Republic; the integration of 
occupied areas of Java and Sumatra within Republican territory. 
Netherlands: Signed Lend-Lease accord with the United States for 
$104,560,000. 

Finland-Yugoslavia: Signed trade agreement. 

International Railways Communications Conference: Opened in. 
Geneva. 

United States of America: President signed legislation approving 
expenditure of $350 million for relief to foreign countries after the 
termination of United Nations Relief and Rehabilitation Admin- 
istration. 


JUNE 


The United Kingdom-the United States of America: Announced 
agreement establishing German bi-zonal fifty-four member Eco- 
nomic Council to regulate zonal industry, food, and finance in 
joint zones. 


The United Kingdom: Colonial Office announced the dispatch of 
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11 
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a mission to the Gambia, Gold Coast, and Nigeria to investigate 
the possibility of large-scale, mechanized growing of ground-nuts 
with a view to easing the United Kingdom fat shortage. 

The United Kingdom-India: The United Kingdom announced 
plan for partition of British India into independent Moslem and 
Hindu States, offering each dominion status on 15 August with 
right to withdraw from Empire after June 1948. 

The United Kingdom: House of Commons passed bill setting up 
development councils for unnationalized industry. 


The United States of America: Secretary of State Marshall, speak- 
ing at Harvard University, said that Europe’s requirements for the 
next three or four years of foreign food and other essential prod- 
ucts, principally from the United States, were to be so much 
greater than present ability to pay, that the Continent must have 
substantial additional help or face serious deterioration. Since 
such aid could not be given piecemeal and have its full effective- 
ness, he suggested that the countries of Europe draft a joint pro- 
gramme, in which the United States would later give all possible 
assistance. Later, he defined Europe as “everything west of Asia”, 
including the United Kingdom and USSR. 


Indonesian Republic: Accepted Netherlands proposals for an in- 
terim National Government of all Netherlands Indies islands, 
preparatory to establishing the United States of Indonesia. 

The United Kingdom-Poland: Signed three-year £60 million trade 
agreement, providing for British importation of 250,000 tons of 
coal in first year. 

Italy: Prime Minister discussed 1947-48 budget, estimating expend- 
itures at 832,000,000,000 lire, receipts at 520,000,000,000, produc- 
ing 312,000,000,000 lire deficit. Balance of payments presented 
equally serious problem, requiring $350 million for the second half 
of 1947, with only $150 million in sight. 

Japan: The United States occupation authorities announced lim- 
ited private international trade with Japan would be resumed 


15 August 1947. 


Canada: Authorized immigration of 5,000 European displaced per- 
sons under new policy of admitting persons suitable for employment 
in industries short of labour. 


Poland-Switzerland: Economic agreement signed. 
The United States of America: Secretary of Agriculture ended 


all rationing except industrial sugar, effective 12 June; price con- 
trols retained. 


Germany: Representatives of combined United Kingdom and 
United States zones signed agreement with Switzerland for facilitat- 
Ing resumption of ordinary trade. 


Sweden: Government announced further anti-inflation plans. 
Hungary: Government announced three-year economic plan. 
Germany: The United Kingdom and the United States zonal 
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authorities reached agreement with United States exporters for 
supply of United States cotton to German firms on a short-term 
credit basis. _ 

The United States of America: President vetoed bill for 
$4,000,000,000 reduction in income tax. 

The United Nations: Economic Commission for Asia and the Far 
East ended its first session in Shanghai, after instructing Secre- 
tariat to complete its study of Far Eastern reconstruction needs 
and short-term requirements, which could be met from area’s 
resources. 

Italy: Council of the Republic ratified the peace treaty. 

Burma: Constituent Assembly established Union of Burma as an 
independent republic. 

France-the United Kingdom: Foreign Ministers of the United 
Kingdom and France welcomed statement of the United States 
Secretary of State, announced they would ask the Foreign Minister 
of the USSR to join them for a discussion, during week of 23 June, 
of the organization of economic co-operation among the countries 
of Europe and the help the United States could envisage. 

United Nations Food and Agriculture Organization: Issued report 
on European bread-grain deficiency until harvest time. 

The United States of America-Iran: Signed agreement under 
which Iran would receive a fifteen-year $25 million credit to buy 
surplus United States military equipment. 

The United States of America-Greece: The United States Ambas- 
sador and Greek Foreign Minister signed agreement putting $300 
million United States aid programme into effect. 

France: Ministry of Finance announced programme for balancing 
the budget. 

Austria: The United States High Commissioner informed the 
Chancellor that, effective 1 July, United States forces would pur- 
chase all the Austrian schillings required for occupation costs in 
dollars. 

The United States of America: President appointed three commit- 
tees to make preliminary surveys for aid to Europe: (1) to survey 
state of United States resources (Krug Committee); (2) to study 
impact of foreign aid on United States economy (Nourse Com- 
mittee) ; and (3) to advise on safe limits within which aid can be 
extended (Harriman Committee). 

Caribbean Commission: Opened its first conference in Kingston, 
Jamaica. 

USSR: Accepted invitation of the United Kingdom and France to 
discuss, in Paris, on 27 June, the proposal of United States Secre- 
tary of State Marshall. 

Germany: The United Kingdom and the United States zones con- 
cluded $8 million trade pact with French zone. 

The United States of America: Congress overrode Presidential veto 
of Taft-Hartley labour bill. 
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International Monetary Fund: Moved to wipe out black market 
in gold, asking member nations to curb transactions. 


Canada: Prime Minister announced in House of Commons that 
Government would grant $20 million in European relief after 
termination of United Nations Relief and Rehabilitation Admin- 
istration. 

Poland: Government notified the United States it was ready to 
join other European countries in preparing an economic plan for 
Europe. 

The United States of America-the United Kingdom: The United 
States Treasury announced the United Kingdom had withdrawn 
$2,050 million of the loan to date. 


Austria: The United States High Commissioner and Austrian 
Chancellor signed agreement concerning utilization of Austrian 
share, estimated unofficially at $90 million, of the recent $350 
million United States grant to Europe. 

The United Kingdom: Colonial Secretary announced in Commons 
£100 million Colonial Development Corporation to be set up to 
develop colonies. 


The United States of America: President vetoed wool price support 
bill because tariff features would have an adverse effect on inter- 
national relations. Senate eliminated offending features of bill. 
The United States of America-Sweden: Signed trade agreement. 


Germany: New trade pact concluded by French and combined 
United Kingdom and United States zone. 


France, the United Kingdom, USSR: Failed to reach agreement in 
Paris on the manner of implementing a programme of European 
recovery. France and the United Kingdom decided to invite all 
interested European countries to join them in discussions of an 
over-all economic plan. USSR declined to participate. 


The United States of America: Export-Import Bank announced 
that after 30 June it would not hold $600 million credit ear-marked 
for China. 

Germany: Economic Commission of USSR zone held its first meet- 
ing. 

United Nations Relief and Rehabilitation Administration: Ended 
at midnight after four years of operation, distribution of nearly 
$3,000,000,000 in goods and services (of which the United States 
of America contributed 72 per cent) in seventeen countries; also 
assisted in repatriation of seven million displaced persons. UNRRA 


shipments to Far East to continue another three months, mostly $90 
million of goods to China. 


Germany: Germans assumed control of port of Bremerhaven. 


Egypt-the United Kingdom: Interim agreement signed, under 
which Egypt would leave the sterling bloc and bulk of its £400 
million sterling balance in the United Kingdom would be frozen. 
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JULY 


The United States of America: Fiscal year ending 30 June showed 
a budget surplus of $753,787,660, the first in seventeen years; na- 
tional debt, $258,375,903,293. 

Hungary: National Assembly passed three-year plan, totalling $54 
million, containing provisions for nationalization of industry and 
capital levy. 

Poland: Diet approved three-year rehabilitation plan. 

France-the United Kingdom: Sent invitations to twenty-two Euro- 
pean countries to conference in Paris on 12 July to discuss the 
problem of European economic recovery and to establish temporary 
organization to draw up a reconstruction programme covering 
needs and resources of Europe. 

The United States of America-Italy: Signed relief agreement; Italy 
to receive supplies estimated at from $100 to $125 million. 

The United States of America: Secretary of Agriculture announced 
that western zones of Germany would receive 300,000 tons of grain 
monthly for next year. 

Italy-Germany: Agreement reached between Italy and combined 
United Kingdom and United States zones of Germany, for mutual 
repayments through an offset account in United States dollars in 
Rome, and for exchange of goods. 

Uzechoslovakia-Poland: Signed commercial agreement outlining 
economic relations for next five years. 

The United States of America: President announced that nearly 
18.5 million tons of grain and other foodstuffs had been sent over- 
seas in year ending 30 June. 

Venezuela: Constituent Assembly adopted new constitution which 
assigned government important duties in economic planning. 
Argentina: Central Bank announced removal of restrictions on 
entry of foreign capital. 

USSR: State Planning Commission reported that second quarter 
of 1947 showed progress, with industrial output programme ful- 
filled by 103 per cent. 

Argentina: Central Bank suspended permits for import of all tex- 
tile machinery. 

Belgium-France-Luxembourg: France signed trade agreement with 
Economic Union of Belgium and Luxembourg, providing for mu- 
tual exchanges to value of 60,000 million francs in each direction. 
Czechoslovakia: Government held extraordinary meeting and de- 
cided to withdraw acceptance to Paris Conference. 

Italy: Government decided to grant all civil servants 15 per cent 
wage increase in addition to a similar increase recently given; to 
raise cost-of-living allowance by 20 per cent; and grant relief from 
certain taxes. Cost: estimated at 40,000 million lire to be met by 
5 per cent tax on import licences. 
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The United Kingdom: House of Commons passed Indian inde- 
pendence bill. : 
Mexico: Government imposed temporary ban on luxury imports 
and limits on semi-luxuries to conserve foreign exchange reserves. 
Chile: Stopped dollar allotments for luxury imports and foreign 
travel to save foreign exchange. 

The United States of America: Granted $10 million loan to Haiti. 


The United States of America: Congress passed bill extending ex- 
port-import controls over oil and other scarce commodities until 
1 March 1948. 

International Labour Conference: In closing session, adopted reso- 
lution demanding world recognition of right to organize and bar- 
gain collectively. 

The United States of America: Administrator of Greek aid re- 
vealed that $35 million of military equipment, as part of the $300 
million grant of 20 June, was en route to Greece, also that $7 
million in post-UNRRA relief was ready for shipment, under pact 
signed 8 July, by which Greece was to receive $50 million in United 
States additional relief. 

United States of America: Census Bureau reported civilian employ- 
ment rose to record 60,055,000 in June, exceeding 60 million for 
first time in United States history. 


Germany-Switzerland: One-year trade agreement signed between 
Switzerland and USSR occupation zone of Germany. 
Czechoslovakia-USSR: Signed five-year trade agreement, providing 
in first year for 200,000 tons of raw materials from USSR in 
exchange for machines and other industrial products. 

Conference on European Economic Co-operation: Opened in Paris, 
attended by: Austria, Belgium, Denmark, France, Greece, Iceland, 
Ireland, Italy, Luxembourg, Netherlands, Norway, Portugal, Swe- 
den, Switzerland, Turkey, and the United Kingdom. Invitation 
declined by: Albania, Bulgaria, Czechoslovakia, Finland, Hungary, 
Poland, Roumania, USSR, and Yugoslavia. Executive committee 
selected: France, Italy, Netherlands, Norway, and the United 
Kingdom. Committee voted to request detailed information on 
needs and resources of the sixteen attending nations, to be returned 
by 3 August. Questionnaires also sent to occupation zone com- 
manders of Germany. 

Hungary-USSR: Signed commercial treaty for one year, to value 
of some 400 million forints. 

The United Kingdom: British pound sterling became freely con- 
vertible for current dealings in compliance with provisions of 
United States loan. 

International Bank: First $250 million worth of International Bank 
bonds were offered on New York Stock Exchange. 

The United States of America: President signed second decontrol 
act, Continuing war-time export-import controls, Government allo- | 
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cation of scarce commodities, and Office of Defense Transportation 
controls. 

The United States of America: Sent new directives to Military 
Governor in Germany defining United States objectives for Ger- 
many. 

The United Kingdom: Chancellor of the Exchequer stated that the 
United States loan had depreciated in value to the United King- 
dom by 28 per cent since it was contracted. The depreciation since 
16 October 1946 was 16 per cent. 

France-Poland: Signed four-year economic agreement under which 
French firms would build up Poland’s hydro-electric system. 

The United States of America: Agriculture Department tempora- 
rily stopped buying wheat for shipment abroad, cut third-quarter 
meat export quotas 89 per cent, and stopped egg price-support 
programme, effective 23 July, to lessen pressure on domestic food 
prices. 

Australia: Government agreed to accept as immigrants 12,000 dis- 
placed persons from Germany. 

Finland-Hungary: Signed trade agreement. 


The United Nations: Economic and Social Council held fifth ses- 
sion at Lake Success. Council adopted draft agreement with Inter- 
national Bank and with Monetary Fund in which the United 
Nations recognized their budgetary autonomy and waived any 
right to make recommendations on particular loans; appointed a 
nine-nation committee to report on proposal for economic com- 
mission for Latin America; decided-to call international trade con- 
ference to meet in Havana on 21 November. 

The United States of America-Italy: Signed agreement by which 
Italy received United States surplus material valued at $184 mil- 
lion, on payment of $18 million in settlement of the account. 
Hungary: Imposed special tax on American-owned Hungarian- 
American Oil Company to raise $15 million for use in producing 
oil for USSR reparations. 

Argentina-France: Signed trade pact by which France would re- 
ceive a loan equivalent to £37.5 million in form of meat, hides, 
cereals, and oils, to be returned in motors, textile machines, and 
manufactured goods. 

Hungary-Yugoslavia: Signed agreement on mutual long-term com- 
modity exchange. 

The United Kingdom: House of Commons passed £1,000,000,000 
transport nationalization bill. House of Lords completed action on 
town and country planning bill. 

USSR-Yugoslavia: Signed agreement on deliveries of industrial 
equipment to Yugoslavia on credit, and two-year agreement on 
exchange of commodities and payments. 

The United States of America: Congress completed action on 
$1,658,902,197 appropriation bill, carrying $1,405,361,400 for for- 
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‘ 
eign relief as follows: $400 million for Greece and Turkey ; $332 
million for relief in liberated European countries and China, but 
excluding Poland and Hungary; $600 million for Army adminis- 
tration and relief in occupied countries; and $73,361,400 for In- 
ternational Refugee Organization. 
Canada-Greece: Signed one-year trade pact, containing most- 
favoured-nation tariff clause. 
The United States of America: Export-Import Bank granted Aus- 
tria $13,005,000 credit. 
Canada: Immigration from June 1945 to July 1947, inclusive, 
reached 109,814 persons, excluding 7,000 admitted under the 
programme of the Province of Ontario; immigration into Canada 
expected to continue at the rate of 5,000 a month during the 
remainder of the year. 


AUGUST 


Italy: Cabinet devalued lire by 55 per cent, raising official dollar 
exchange rate from 225 to 350. Current black market rate was 
about 640 to dollar. 

Austria: Government increased all wages about 50 per cent, un- 
employment relief by 25 per cent, and pensions by over 65 per 
cent; raised prices of agricultural products, and of transport and 
communication services. 

Hungary: Three-year plan came into force. 

Yugoslavia: Renounced its $25 million share of Bulgarian repara- 
tions. 

Austria: USSR occupation forces took possession of the oil re- 
fineries jointly owned by United Kingdom and United States 
interests, at Lobau in USSR zone, on ground they were a German 
asset. 

Bulgaria-Yugoslavia: Signed mutual assistance pact and agree- 
ment on economic, political, and cultural ties. 

Poland-USSR: Concluded one-year agreement for reciprocal com- 
modity exchanges. 

Canada: Announced total value of exports for first half of 1947 
was $1,328,500,000. 

Finland: Concluded trade agreement with USSR zone of Ger- 
many for goods valued at equivalent of £1,250,000. 

The United Nations: League of Nations Board of Liquidators an- 
nounced a total of 111,424,705 Swiss francs was available for 
transfer to the United Nations, besides material assets, special 
funds, and property. There was also available for distribution to 
members a fund of 61,433,363 Swiss francs. 

The United States of America: President signed modified wool 
tariff bill. 

The United States of America: Export-Import Bank cotton credit 
of $7 million to Hungary cancelled. 
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Italy: Foreign Trade Minister announced signing of agreement for 
a loan of up to $50 million, granted by financial group in Canada 
for purchase of railway, shipping equipment, and food-stuffs. 
International Bank: Granted loan to Netherlands of $195 million, 
to be devoted exclusively to reconstruction of production facilities 
in the Netherlands. 

Food and Agriculture Organization: Issued survey of world food 
prospects, which it reported worsening in 1947-48. 
Czechoslovakia-Trieste Free Territory: Agreement signed between | 
Allied Military Government of Venezia Giulia and Czechoslovakia, 
granting latter revolving credit of 200 million lire for payment of 
transport charges on traffic through Trieste. 

Canada: Government allocated $16 million of recently approved 
appropriation for European relief among Austria, Greece, Italy, and 
International Children’s Emergency Fund. 

The United States of America: President signed bill authorizing 
end of consumer credit curbs 1 November. 

Hungary-the United Kingdom: Signed three-year trade agree- 
ment. 

Austria: Law came into force permitting price increases in indus- 
trial goods, coal and rents. 

The United Kingdom: House of Commons passed emergency 
powers bill, providing for programme of further austerity, overtime 
work, and greater government direction of industry and labour. 
Germany-Yugoslavia: Four-year $100 million trade agreement 
signed by Yugoslavia with the United Kingdom and the United 
States zones of Germany. 

Iraq-the United Kingdom: Concluded agreement regularizing the 
use of Iraq sterling balances over five years, beginning 15 July 
1947. 

India-the United Kingdom: Reached interim agreement which pro- 
vided that £35 million should be available from India’s existing 
balance of expenditure in any currency area, up to 31 December. 
In addition, a working balance of £30 million would be at dis- 
posal of Reserve Bank of India. 

Sweden: Riksbank temporarily stopped all dealings in sterling and 
dollars. 

The United States of America: State Department announced can- 
cellation of $540 million Italian debt for food supplied and Lend- 
Lease; also released $60 million in Italian assets and transferred 
twenty-eight merchant ships to Italy. 

Roumania: Passed law devaluating the leu 20,000 times. Large 
savings virtually confiscated by special regulations for exchange of 
new lei for old. 

India: Became free after 346 years of intermittent British rule, 
and was partitioned into Dominions of India and Pakistan. 
Japan: Allied Headquarters announced a plan to use a portion of 
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the $137 million of Japanese-owned gold and silver, made avail- 
able to the Far Eastern Commission, to finance Japan’s foreign 
trade. ; 

Inter-American Conference of Foreign Ministers: Met in Petrop- 
olis, Brazil. A treaty of mutual defence of the Americas was signed 
by twenty nations at the conclusion of the conference. Agreement 
was reached on hemispheric economic conference to be held in 
Buenos Aires in the second half of 1948, conference to be preceded 
by a preparatory conference. 

Australia: Cabinet, to conserve dollars, rationed dollars for travel; 
cut petrol consumption; ordered review of dollar expenditure on 
tobacco, films, newsprint, and all minor imports. 

China: Government authorized importers and exporters to trade 
in foreign exchange at open market, rather than official, rate to 
stimulate exports. Subsidies on essential imports continued. 
Turkey-the United States of America: In addition to the United 
States aid programme, Turkey obtained 10 United States merchant 
ships for $13.4 million. 

The United States of America: In mid-year review of the United 
States budget for fiscal year ending 30 June 1948, President pre- 
dicted estimated receipts of $41,700,000,000; expenditures 
$37,000,000,000; record surplus of $4,700,000,000; but foreign 
relief might cut surplus. : 
The United Kingdom: Announced temporary suspension of free 
convertibility of sterling into dollars; sterling still freely exchange- 
able into many other currencies. 

France-Poland: Signed two trade agreements for exchange of coal 
from Poland for chemical products, wool, motor vehicles, and 
industrial equipment from France. 

Argentina: Central Bank announced that, owing to inconvertibility 
of sterling, all prior exchange permits for imports would be sus- 
pended till further notice. 

Roumania: Exchange rate was fixed at 505 lei to the pound ster- 
ling, 150 to the United States dollar. : 
dniprnatona Bank: Agreed to advance Denmark $40 million 
oan. 

New Zealand: Conference for aid to Britain adopted production 
programme for substantial increase in grain, butter fat, and meat 
to be shipped to the United Kingdom. 

Bulgaria-USSR: Agreement on industrial equipment signed. 


Turkey: Government announced long-term plan to cost about 
£125 million for rehabilitation of agriculture and industry. 


Food and Agriculture Organization: Met in Geneva. Agreed 
unanimously to: replace existing executive committee with world 
food council to be known as the Council of FAO. 

The United States of America: Secretary of the Treasury an- 
nounced freezing of the last $400 million of the British Loan which 
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would continue while arrangements were being made to examine 
all demands for dollars from current transactions. 

International Bank: Loan of $12 million to Luxembourg to buy 
steel and railroad equipment. 

France: Ministry of National Economy announced temporary ces- 
sation of all imports from the United States, save coal, fuel oil, 
fats, edible oils, and grain. 

United Nations Relief and Rehabilitation Administration: The 
United States President submitted to Congress UNRRA reports 
revealing that $2,597,299,000 in relief shipments had gone to lib- 
erated nations by end of first quarter of 1947. 

USSR: Concluded agreement to deliver 300,000 tons of grain to 
Poland. 

Germany: Revised plan for industrial level of combined United 
Kingdom and United States zones published; permitted new level 
equal to 1936, instead of 70 to 75 per cent of 1936. 

International Emergency Food Council: Secretary-General reported 
to Food and Agriculture Organization Conference that 1947-48 
requirements, as presented to the Council, were over 50 million 
tons, while the total amount of cereals available would be 29 
million tons. 

Palestine: United Nations Special Committee on Palestine signed 
report in Geneva and submitted it to General Assembly. 


‘ SEPTEMBER 


Bulgaria-Poland: Signed $17 million agreement, exchanging Polish 
manufactures for Bulgarian materials. 

Mexico: President announced that $250 million oil expropriation 
debt to British and Netherlands firms had been settled for $21.25 
million. 

France: National Assembly voted that gold valued at 
12,000,000,000 francs should be transferred from Banque de France 
to nation’s foreign exchange stabilization fund to be used for essen- 
tial imports from dollar countries during second half of 1947. 
France: National Assembly voted 4,550 million franc subsidy to 
keep down price of coal. ) 

Australia: Prime Minister announced reductions in all dollar im- 
ports, save essential machinery and raw materials, in order to | 
reduce $85 million gap between imports from dollar areas and 
exports to them. 

Argentina: Central Bank announced temporary resumption of grant 
of exchange permits for imports, also temporary resumption of quo- 
tation of sterling on official and free markets. 

Ireland-S pain: Signed trade agreement for exchange of seed pota- 
toes and potash. 

Sweden: Announced that during first half of 1947, USSR exports 
to Sweden were 39 million kronor, against Swedish deliveries to the 
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USSR of 4 million. Nearly 17 million kronor of this surplus repre- 
sented Swedish imports from the USSR zone of Germany. ; 


Australia: Sold United Kingdom gold valued about £1,575,000 
(about $5.25 million) to help overcome the dollar crisis; agreed 
to deliver entire Australian gold production as mined. 
Czechoslovakia-Roumania: Concluded trade agreement. 
Argentina-Switzerland: Resumed financial transactions. 


New Zealand: Prime Minister announced that its import pro- 
gramme from the United States would parallel that of the United 
Kingdom. The Government would allow its credit of £100 million 
in the United Kingdom to remain there without an agreement to 
block it. 

Belgium-the United Kingdom: Reached payment agreement by 
which the two central banks would continue to sell their currencies 
against each other’s currency, the limits to be increased from £5 
million to £12 million, and the equivalent in Belgian francs. 


The United States of America: State Department disclosed that 
all nations depending on United States grain had been warned of 
a 10 per cent drop in exports during current fiscal year, owing to 
drought damage to American corn crop. 


British West Indies: Held conference at Montego Bay, Jamaica, 
and established commission to formulate plan of federation and 
report not later than 30 June 1949; agreed to appoint a trade 
commission of the British Caribbean in London. 

International Bank, International Monetary Fund: Held second 
annual meetings in London. Bank announced loans made during 
the year and applications pending. 

The United Kingdom: Board of Trade announced details of Gov- 
ernment’s revised export programme which aimed at increasing 
exports to 164 per cent of 1938. 

Iran: Prime Minister outlined seven-year plan of social and eco- 
nomic reform, to cost the equivalent of £450 million. 

Bulgaria, Hungary, Finland, Italy, Roumania: Peace treaties came 
into force. 

Poland-Roumania: Signed $1.2 million trade agreement. 

The United Kingdom: Drew on its gold reserve for the first time, 
selling £20 million to Federal Reserve Bank of New York. 


The United Nations: Second regular session of General Assembly 
met in New York. 


I nternational Monetary Fund: Agreed to give the United Kingdom 
$60 million in exchange for sterling. 


The U nited Kingdom: Government formally ended its state of war | 
with Austria, to permit commercial and financial dealings. 


Netherlands: Minister of Finance announced that bud =e 
stood at 1,566 million guilders. at budget deficit 
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Siam: Joined sterling group. 
Turkey: Announced special export licensing on certain products to 
be paid for in sterling. 


Argentina: Central Bank announced partial lifting of its almost 
total ban on imports. 


' Australia: Prime Minister presented budget, showing revenue 


amounting to £A412 million, as against an estimated revenue of 
£A385 million. Employment at highest peace-time levels. To en- 
courage gold production as a means of obtaining dollars, Govern- 
ment announced suspension of gold tax effective 20 September. 
Poland-USSR: Announced agreement by which Poland received 
complete control of Baltic port of Stettin. 

The United States of America: Signed agreements with Philippine 
Republic, and Finland, giving each nation $10 million credit for 
purchase of United States war surplus goods. 

Hungary: Concluded trade pact with United Kingdom and United 
States zones of Germany. 

Committee of European Economic Co-operation, in Paris, reported 
that its sixteen member countries, their dependent territories, and 
western Germany, would need $22,400,000,000 aid during 1948-51, 
for recovery. 

International Emergency Food Council: Authorized increases to 
sugar-importing countries, owing to rise in world sugar supply. 
Czechoslovakia-Denmark: Concluded trade agreement to value of 
60 million kroner. 

The United States of America: State Department announced re- 
turn to European claimants of $330 million in Nazi-seized gold by 
mid-October. 

International Trade Conference in Geneva: Adopted text of a 
General Agreement on Tariffs and Trade to govern trade relations 
until adoption of International Trade Organization charter. 

The United States of America: American Iron and Steel Institute 
reported that the United States exported 4,747,397 tons of finished 
steel in 1946, 9.7 per cent of total output. . 
Hungary: Concluded trade agreement with Soviet zone for German 
machinery and raw materials to value equivalent to £135,500. 
Turkey: Government prohibited all exports against sterling hold- 
ings which had accumulated to £20 million. 

Finland: Government reached agreement with trade unions for a 
general wage increase of 12 to 15 per cent, estimated to cost 500 
million Finnish marks. 

The United States of America: Harriman Committee reported on 
American ability to aid Europe. 

The United Kingdom: Prime Minister created Ministry of Eco- 
nomic Affairs. 


The United Nations: Secretariat reported fifteen European coun- 
tries, answering questionnaire, revealed estimated 1947 foreign ex- 
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change deficit of $1,786.3 million. International loans received 
since war by twenty-three countries totalled $14,768 million. 

Canada: Concluded agreement with International Refugee Or- 
ganization to accept 2,000 displaced persons from United Kingdom _ 
and United States zones of Germany. 


- 


OCTOBER 


Canada-the United Kingdom: Agreement fixed export prices for 
1948-49 crops at $2 bushel rather than current $1.55. Canada to 
supply United Kingdom with 600 million bushels during next four 
years. 

The United Kingdom: Austerity measures took effect. 

Government also ended its war-time ban on dealings in United 
States, Canadian, Swedish, and other foreign securities on London 
Stock Exchange and terminated Government’s power to requisition 
foreign securities. 

Germany-Netherlands: Netherlands concluded contract with 
United Kingdom and United States zones for manufacture of 
102,000 tons of rolled steel products for which it would furnish raw 
materials and make payment in finished products and dollars. 


The United States of America: Distilled Spirits Institute, repre- 
senting 60 per cent of industry, gave pledge to eliminate use of 
wheat and cut other grains 50 per cent in next four to ten months. 


France, USSR, the United Kingdom, the United States of Amer- 
ica: Held conference on disposition of Italian colonies, established 
commission and schedule of inspection. 

USSR: Moscow radio announced the establishment of an Infor- 
mation Bureau in Belgrade to co-ordinate the activities of the 
Communist parties of Bulgaria, Czechoslovakia, France, Hungary, 
Italy, Poland, Roumania, USSR and Yugoslavia. The Bureau pro- 
posed opposition to proposals for United States aid to European 
recovery on the ground that the plan was “the European part of 
the general plan of world expansion being carried out by the 
United States”. 


The United States of America: Treasury announced purchase of 
$5,662,636 worth of gold from USSR. 

Union of South Africa: Granted United Kingdom loan of £80 
million in gold. 

Argentina: Signed agreement granting Roumania $25 million 
credit. 

The United Kingdom, the United States of America, Italy: Signed 
protocol for return of £6 million in Italian Bank gold recovered by 
Allies from Nazis. , 

Czechoslovakia: Premier announced five-year plan to double aver- 
age per capita income and raise living standards 50 per cent over 
pre-war level. 


The United States of America: State Department announced plans 
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to return to France between $90 million and $100 million of cap- 
tured French gold and some $30 to $40 million ‘stolen in Indo- 
China by Japan. 
Argentina: Signed five-year financial and commercial treaty with 
Italy, granting latter three-year credit of 350 million pesos, and 
after its exhaustion, a further loan of 350 million pesos; repay- 
ments to be made in United States dollars. 


USSR: Signed agreement with Finland for direct Helsinki-Lenin- 
grad railway transport of passengers and cargo. 

Ireland: Minister of Finance introduced plan to lower living costs 
by food subsidies, and wage and price stabilization; costs to be met 
by increased income, surtax, and luxury taxes. 

The United States of America: President authorized Army to pur- 
chase $50 million worth of francs from France to be used in pay- 
ment of procurement obligations in France and North Africa. 
France: Received $104 million allotment of United States recov- 
ered gold seized by Nazis during war; bringing to $247.15 million 
amount of new dollar resources France found during current week. 
On 13 October, France received $93 million of reconstruction loan 
from United States Export-Import Bank; on 15 October United 
States Army was authorized to purchase $50 million worth of francs 
to be used towards paying off France’s $80 million claim for 
supplying United States forces on French soil. 

Italy: Received $4,280,625 of German gold loot; obtained 16 Octo- 
ber $32 million advance on $100 million Export-Import Bank loan 
for industrial revival. 

Commission for Restitution of Monetary Gold: Made preliminary 
allocations to Luxembourg, Belgium, and Netherlands and ap- 
proved claims submitted by Austria and Italy. 

The United Kingdom-Burma: British and Burma Prime Min- 
isters signed treaty in London granting Burma independence, out- 
side British Commonwealth, as Republic of Union of Burma. 
Denmark-USSR: Concluded barter agreement for foodstuffs to 
value of 70 million kroner. 


The United States of America: Secretary of Interior Krug sub- 
mitted report on United States national resources and foreign aid. 
Inventory showed United States can furnish considerable foreign 
aid without damaging own security or standard of living. 

The United Kingdom: Treasury announced £30 million gold sold 


to United States and purchase of $120 million from International 
Monetary Fund. 


Greece: United States Aid Mission announced $6 million will be 


saved in programme by discovery of supplies in Greek warehouses 
and docks, originally valued at $25 million. 


Iran: The Majlis voted cancellation of the 1946 oil agreement with 
the USSR. 


China-the United States of America: Signed agreement under 
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which China will receive $30 million in food and other relief 
from United States. 

Germany: United Kingdom Foreign Office announced approval by 
United Kingdom and United States of recommendations for in- 
creased Ruhr coal production. 

France: Prime Minister told Assembly that wage level must be 
held, with few exceptions. 

France, Italy, Belgium, Luxembourg, Netherlands: Negotiators 
reached accord in Paris for free exchange of currencies. The plan 
provides that a-participant may use a surplus from trade with one 
country to compensate for a deficit with another. 

Belgium, Netherlands, Luxembourg: Formally exchanged ratifica- 
tions of Benelux Customs Union in Brussels. Agreement takes effect 
1 January. 

International Conference on Trade and Employment at Geneva: 
Ended after 203 days, with 23 countries, representing 19 customs 
areas, signing a general agreement to reduce preferential tariffs, 
quantitative restrictions, and other barriers. Conferring countries 
also signed about 120 trade agreements. 

Germany-Poland: Agreement reached by Poland with the United 
Kingdom and the United States zones on foodstuffs and news-print. 
The United Kingdom: Treasury announced gross sale of gold for 
October amounted to £35 million. 

Yemen: Cancelled all contracts with United States firms for oil 
prospecting and exploitation. 


NOVEMBER 


International Refugee Organization: Preparatory Committee ended 
Geneva session, having cut IRO budget from $129 million to $115 
million. 

The United States of America: Nourse Committee, which studied 
impact of foreign aid on the domestic economy, made its report: 
stated Committee’s “confidence as to the adequacy of United 
States economic resources to supply aid . . . to Europe in a total 
volume approximating the needs”. 

Canada: Ended war-time food rationing, lifting rationing of sugar 
and molasses. Price control continued on these items. 
Germany-Poland: United Kingdom and United States zones of 
Germany closed trade agreement with Poland. 

Ireland-the United Kingdom: Agreed on increased exchange of 
goods and strengthening of balance of payments position of the 
sterling area. 

The United Nations: Economic Commission for Europe reported 
Europe had over-all man-power deficit of 1.13 million workers. 


Food and Agriculture Organization: Established Forestry Office in 
Geneva to work for relief of Europe’s critical timber shortage. 
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4 Nov. 


10 


LL 


The United States of America: Announced shipment of $27 million 
worth of relief supplies, including 50,000 tons of wheat and 43,000 
tons of rice, to China under agreement signed 27 October. 

The United Kingdom: House of Commons passed second reading 
of Burma independence bill. 

France: As a step towards a balanced budget, the Cabinet ended 
coal subsidies and raised price from $11 to $18 a ton. USSR ad- 
vised France that it could furnish only 300,000 tons of requested 
1.5 million tons of grain. 


USSR: Foreign Minister announced that industrial production was 
back to 1940 level; the post-war five-year plan was on schedule at 
the two-year point; current year’s grain crop was 58 per cent better 
than last; and pre-war coal production had been exceeded. 

The United States of America: Agriculture Department announced 
plan to purchase at least 50 million pounds of Mexican canned 
meat for European relief. 

Chile: Revalued its gold reserves on basis of parity of 31 pesos to 
United States dollar from a former parity of 0.3 peso, giving Gov- 
ernment a profit of 930,943,863 pesos ($26,804,640). 

Mexico: Raised the ad valorem import tax to protect industry and 
increase dollar reserves. 

The United States of America: President’s Committee on Foreign 
Aid, headed by Secretary of Commerce Harriman, recommended 
Congress appropriate between $12,700,000,000 and $17,200,000,000 
during next four years for European recovery; 1948 instalment 
about $5,750,000,000. 

The United Kingdom: Government introduced potato rationing 
for first time since First World War. 

Through International Refugee Organization, the United Kingdom 
revealed it had admitted 30,000 displaced and was accepting dis- 
placed persons as immigrants at rate of 1,200 weekly to fill waiting 
jobs. 

The United States of America: President made first quarterly re- 
port on $300 million Greek relief programme. 

Turkey received $100 million under programme; report described 
effort to modernize Turkish Army, using fewer men and thereby 
releasing more funds for internal economy. 

The United States of America: The twenty-fourth Presidential re- 
port on Lend-Lease listed total Lend-Lease to all countries, through 
March 1947, at $50,377,618,340. 

International Emergency Food Council: Voted its own dissolution; 
Food and Agriculture Organization to take over as soon as major- 
ity of Council’s member nations ratified action. 

The United Kingdom: Government announced decree ordering 
500,000 to 750,000 persons in non-productive work to register for 
jobs in essential industries, effective 8 December. 


Italy: Series of strikes began. 
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11. Nov. Hungary: National Assembly passed bill permitting Government 
1947. powers to govern by decree. 
Australia: Bank nationalization bill passed second reading in the 
House. i 

12 The United States of America: Secretary of State, before joint 

sessions of Senate and House foreign relations committees, urged 
Congressional special session to open 17 November to begin work 
on the following aid programme: interim aid to France, Italy and 
Austria, $597 million; European recovery aid to 30 June, $1,500 
million; occupation costs for Germany, Japan and Korea, $500 
million; interim aid to China, $60 million; total $2,657 million. 
France-Poland: Signed pact, whereby French owners of national- 
ized property in Poland would receive $57 million, about one- 
seventh the valuation; Poland to pay with coal. 
The United Kingdom: Chancellor of the Exchequer introduced a 
supplementary budget designed to increase revenue by net of £208 
million a year, by increased taxes on entertainment, profits and 
purchases, liquor, and by withdrawals of leather, cotton, and wool 
subsidies. 

13 Italy: Government signed agreement by which it would henceforth 
administer, for relief and rehabilitation, fund estimated ultimately 
at 85,000 million lire, created by Government sales of goods given 
Italy by UNRRA. 

14 France: National Assembly passed bill empowering Government to 
replace Saar mark with franc as legal currency; on 20 November 
the rate for the Saar mark was fixed at 20 francs. 

France: Council of Ministers adopted decrees raising prices of gas 
and electricity by 45 per cent and transport fares by 25 per cent. 

17 The United States of America: Export-Import Bank announced 
provisional agreement to lend Canada $300 million to maintain 
essential equipment and raw material purchases. 

The United Nations: General Agreement on Tariffs and Trade. 
signed at Geneva and released by the United Nations, affected 
45,000 items. The 23 signatory nations accounted for 65-70 per cent 
of world trade. Parts of the agreement become effective 1 January; 
others require action by the United States Congress. 

The United States of America: Special session of Congress opened; 
President Truman urged immediate adoption of $597 million stop- 
gap aid programme for France, Italy and Austria; also measures 
to halt inflation. 

The United States of America-Mexico: Export-Import Bank loaned 
Mexico $5 million to buy farm machinery. 

“18 The United Kingdom: President of Board of Trade stated two 

supplemental agreements to the General Agreement on Tariffs and 

Trade had been appended: (1) with the United States, to sus- 

pend trade agreement of 1938, so long as General Agreement was 

in force; (2) with Canada, to modify 1937 agreement to enable 
both countries to adhere to General Agreement. 
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18 Nov. 


LD 


21 


Ze 


24 


25 


26 


27 


Canada: Finance Minister announced measures to improve foreign 
exchange position, including United States credit (see 17 Novem- 
ber), plan for increase in gold output, short-term policy of import 
and travel restrictions, and 25 per cent excise tax to limit expendi- 
ture on many durable consumer goods. 

The United States of America-Finland: Export-Import Bank 
granted Bank of Finland $5 million credit to buy American cotton. 
Germany: The United Kingdom and the United States Military 
Governments turned management of the Ruhr coal industry over 
to German board, responsible to the United Kingdom and the 
United States control group. 


Austria: Parliament authorized bills to devalue outstanding schil- 
lings by two-thirds. 

The United Nations: International Trade Conference: Opened in 
Havana with sixty-three nations represented, fifty-one of them 
members of the United Nations; the USSR was not represented. 
Hungary: Parliament voted bills nationalizing banks and disband- 
ing Independent (Opposition) Party. 

Hungary-Poland: Signed agreement for exchange of Hungarian oil 
and oil products for coke. 

Hungary-France: Concluded trade agreement, Hungary to supply 
agricultural goods, seeds, meat, and tractors, in exchange for F rench 
trucks, buses, fertilizer, textiles, and chemical products. 

Italy: Strikes began to subside. 

The United States of America: President Truman asked Congress 
to approve $490 million supplementary appropriation for occupied 
areas. 

Sweden-the United Kingdom: Announced monetary agreement to 
continue through 1949, providing for exchange of currencies, in- 
stead of gold, to satisfy trade balances up to £8 million. 

The United Kingdom: Announced agreements with Belgium and 
Iraq for limited convertibility of sterling and agreed that Japan 
would be paid in dollars for any surplus in trade with Britain. 
Canada: Agreed to admit 10,000 more Netherlands farm workers 
in 1948. 

The United Kingdom: Transport Commission revealed details of 
railroad nationalization effective 1 January: rail system to become 
“British Railways”; Government to pay $4,000,000,000 to acquire 
railroad securities. aa 

Mexico-the United States of America: Announced end of slaughter 
of cattle infected by hoof and mouth disease, a programme on 
which the United States spent $20 million. 

France: 18 unions, with 2 million on strike, refused Government’s 
offer of $12 a month cost-of-living increase, with additional in- 
creases later. 

International Civil Aviation Organization: Ended twenty-four-day 
session without reaching agreement on commercial air rights. 
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1947. 


28 


29 


29 


International Refugee Organization: Preparatory Commission re- 
ported that homes must be found for 800,000 refugees, four-fifths 
non-Jews. 

Yugoslavia-Bulgaria: Signed mutual assistance treaty. 

Italy: Lire devalued 60 per cent; new rate 589.47 to United States 
dollar. 

Czechoslovakia-V enezuela: Signed commercial agreement. 
Belgium-the United States of America: Export-Import Bank gave 
Belgium $50 million credit for raw materials and equipment. 
Italy-Yugoslavia: Signed $250 million five-year trade agreement. 
Germany: USSR, United Kingdom and United States zones 
reached 300 million mark (U.S. $30 million) trade agreement for 
1948. 

The United Nations: General Assembly adjourned, having voted 
partition of Palestine and establishment of a five-nation commission 
to supervise transition. Other action: (1) Created Balkan Com- 
mission to maintain watch on Greece’s northern frontier; 
(2) Created Korean Commission to supervise free Korean elections; 
(3) Created Interim Commission to sit for Assembly until next 
session; (4) Admitted Pakistan and Yemen as fifty-sixth and fifty- 
seventh Members; (5) Approved United Kingdom-Australian-New 
Zealand trusteeship agreement for Nauru Island; asked South 
Africa to submit trusteeship agreement for South-West Africa’; 
(6) Approved general plan and design for permanent New York 
headquarters; authorized Secretary-General to accept $65 million 
interest-free United States loan for building; (7) Adopted 
$34,825,195 budget ($6,208,627 over 1946); and (8) Approved 
agreements making specialized agencies of International Bank for 
Reconstruction and Development, International Monetary Fund, 
World Health Organization, Universal Postal Union, International 
Telecommunications Union. 


Council of Foreign Ministers of France, USSR, the United King- 
dom and the United States convened in London. 
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